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TRIP LEASING 


(Interstate Commerce Act) 


TUESDAY, APRIL 21, 1953 


House or REeprEsENTATIVES, 
ComMiTree ON InrersTaTE AND Foreign CoMMERCE, 
Washington, D.C. 

The committee met, at 10 a. m., pursuant to call, in room 1334, New 
House Office Building, Hon. Charles A. Wolverton (chairman) 
presiding. 

The Cuarrman. The committee will please come to order. 

The hearing, beginning today, is on H. R. 3203. 

(H. R. : 3203 above referred to is as follows :) 


LH. R. 3203, 83d Cong., 1st sess.] 


A BILL To amend the Interstate Commerce Act in order to prohibit the Interstate Com 
merce Commission from regulating the duration of certain leases for the use of equip 
ment by motor carriers, and the amount of compensation to be paid for such use 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 202 of the Interstate Commerce 
Act is amended by inserting at the end thereof the following: 

“(d) Nothing in this part shall be construed to authorize the Commission to 
regulate the duration of any lease, contract, or other arrangement for the use 
of any motor vehicle by a motor carrier in providing transportation, or the 
amount of compensation to be paid for such use.” 

The Cratrman. This bill proposes to amend section 202 of the 
Interstate Commerce Act by adding after the end of that section a 
new paragraph (d), which would specifically deprive the Interstate 
Commerce Commission of authority to regulate the duration of, and 
the compensation to be paid under, any lease, contract, or other 
arrangement for the use of any motor vehicle by a regulated motor 
carrier. The exercise of such authority by the Commission was up- 
held by the United States Supreme Court in American Trucking As- 
sociation, Inc. v. United States, decided January 12, 1953. A petition 
for rehearing was denied by the Supreme Court on March 9, 1953. 

On May 8, 1951, the Interstate Commerce Commission issued a 
¥ port and order i in Ex Parte No. MC—43: Lease and Interchange of 

ehicles by Motor Carriers (52 M. C. C. 675), in which the Commission 
da ribed certain rules and regulations governing the practices of 
regulated motor carriers in the les asing or interch: ange of motor vehicle 
equipment, Suits were filed to test the validity of this order and, as I 
stated a moment ago, the Commission’s author ity in this matter was 
upheld by the Supreme Court. This order has not yet been made 
effective by the Commission. 

I would like to make a short summary of the proposed rule. 
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As [had stated on May 8, 1951, the Interstate Commerce Commis: 
after extensive study and hearings issued a report and order in /z 
parte No. MC L3 Lease and Inte rchange of V ehicles by Motor ¢ 
riers (52 M. C. C. 675) in which the Commission prescribed certa 
rules and regulations governing the practices of regulated motor 
carriers in the leasing or interchange of equipment. The Commissio) 
stated that these rules were designed to control certain evils that had 
developed and were essential to maintain effective control over the 
operational safety, carrier responsibility, and the economics of the 
motor-carrier industry. 

These rules, which have not yet been made effective, principally 
require the regulated carrier, when leasing equipment— 

(1) To inspect said equipment for compliance with ICC safety 
regulations. 

2) To execute the lease in writing. 

(3) To exercise for a period of not less than 30 days exclusive posses 
sion, control and assume complete responsibility for the leased equiy 
ment without option of subleasing. Existing leasing practices 
involving equipme nt specified in in section 203 (b) (6) of the act, the 
so-called agricultural cacitation provision, may, under certain con- 
ditions, be permitted for a period of 6 months from the effective date 
of these rules in order that proper adjustments to the new rules ca: 
be made. 

(4) To specify in the lease the compensation to be paid for the 
rental of leased equipment. Such compensation must not be computed 
on the basis of any division or percentage of any applicable rate on an) 
commodity transported in said vehicle or on a division or percentage 
of any revenue earned by said vehicle during the effective period of th 
lease. 

The leasing of equipment by regulated common and contract carriers 
of property has been a practice of long standing, antedating the pass 
age of the Motor Carrier Act of 1935. Many of the lessors are e1 
gaged in transportating commodities specapen in section 203 (b) (6 
of the act and are often described as “exempt-commodity haulers.” 
After delivering these exempt ctadaition to market, and in order 
to avoid an empty return trip, these exempt carriers obtain a return 
load of merchandise traffic by leasing their equipment to a regulated 
carrier which can offer such a load in the proper direction. 

Regulated carriers utilize the vehicles of others under a great. vari 
ety of arrangements, including informal oral arrangements made ove! 
the telephone, or on the spot, in many instances for a single haul or a 
round trip, as well as underwritten agreements applying for definit 
periods. The single-haul arrangement is generally known as a triy 
lease. 

There is considerable leasing between regulated carriers and by the 
carriers from concerns engaged entirely in renting and maintaining 
motor vehicle equipment. 

Former ICC Commissioner Rogers estimated that on February 1. 
1950, there were approximately 40,000 haulers of agricultural con 
modities, farm supplies, and fish operating in interstate commerce 
owning 150,000 exempt trucks. 
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ARGUMENTS IN FAVOR OF TRIP LEASING 


The arguments which have been made in favor of trip leasing are 

irgely economic. The motor vehicles of exempt-commodity h: aulers, 
itinerant owner-operators, and private carriers provide a pool of 
equipment available to regulated carriers during periods of emer- 
gency and peak yea for which no investment is required and for 
which no maintenance facilities need be provided by the regulated car- 
riers. The leasing of such equipment for return loads Teduces the 
empty mileage of motor carriers and, therefore, reduces their costs 
and enables lower rates and charges to shippers than would otherwise 
be the case. 

ARGUMENTS AGAINST TRIP LEASING 


he arguments which have been made against permitting trip leas- 
ng of owner-operated equipment are: Careful inspection and exami- 
nation of leased equipment and of drivers’ logs, physical condition, and 
qualification are almost impossible when equipment is leased for a 
single trip because such inspection and examination consumes too much 
time. Control over drivers of such equipment is lax, and such drivers 
are careless in observing company operating requirements, schedules, 
and routes. When there is an overabundance of agricultural haulers 
and owner-operators competing for return loads, it is impossible to 
prevent their exploitation by regulated carriers, and affords an op- 
portunity to beat down the rate structure to the detriment of the car- 
riers which do not utilize such equipment. Conversely, when the 
supply of such equipment is short, carriers which depend on it are 
at the mercy of thesowners and may find themselves unable to meet the 
demands of their customers. Enforcement of the Commission’s safety 
rules and hours of service is much more difficult in the case of drivers 
hired for a single trip. 

You will note that I have endeavored to give the arguments in favor 
of trip leasing and the arguments against trip leasing, to the end that 
the issues with respect to this legislation may be made plain and 
distinct to the members of the committee as well as to those who will 
appear and give their testimony. 

Now, at his point, in the record, I would also like to include a copy 
of the ICC order on trip leasing. 

(The order referred to is as follows: ) 


I. C. C. ORDER ON TRIP LEASING 
TITLE 49—TRANSPORTATION 
Chapter I—Interstate Commerce Commission 
Subchapter B—Carriers by Motor Vehicle 
Part 207—Lease and Interchange of Vehicles 
Ex Parte No. MC—438 
LEASE AND INTERCHANGE OF VEHICLES BY Motor CARRIERS 


At a General Session of the INTERSTATE COMMERCE COMMISSION held at its office 
in Washington, D. C., on the 8th day of May, A. D. 1951 


It appearing, That subsequent to an investigation into the lawfulness of the 
practices of motor common and contract carriers of property, the Commission, 
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division 5, by order dated June 26, 1950, prescribed rules and regulations gover 
ing the practices of such carriers in the performance of transportation w 
motor vehicles owned by others, the interchange of vehicles between such con 
mon Carriers, and the lease of vehicles by any such carriers to private mot 
carriers and shippers (15 F. R. 4339, July 8, 1950) : 

It further appearing, That by order entered September 5, 1950 (15 F. R. 612 
Sept. 12, 1950), the effectiveness of said regulations was postponed indefinitely : 

And it further appearing, That pursuant to order dated September 22, 1950, 
reopening the proceeding and setting it down for oral argument, such oral argu 
ment has been held, and, that after reconsideration by the entire Commissio1 
the Commission, on the date hereof, has made and filed a report on oral arg 
ment containing its findings of fact and conclusions thereon, which report 
hereby made a part hereof ; 

It is ordered, That the following rules and regulations are hereby prescril. 
to become effective on August 1, 1951; 


Applicability 

Definitions 

3 Exemptions 

207.4 Augmenting equipment 

207.5 Interchange of equipment 

207.6 Rental of equipment to private carriers and shippers 


AUTHORITY: §§ 207.1 to 207.6 issued under 49 Stat. 546, as amended ; 49 U. S. C. 804 


§ 207.1 Applicability. The rules and regulations in this part apply to the 
augmenting of equipment by common and contract carriers of property by motor 
vehicle in interstate or foreign commerce subject to Part II of the Interstate 
Commerce Act, 49 U. 8. C. 301, et seq.; to the interchange of equipment between 
such common carriers of property by motor vehicle, and to the lease of equi 
ment by common and contract carriers of property by motor vehicle, with or 
without drivers, to private motor carriers and shippers. 

§ 207.2 Definitions. (a) Authorized carrier—A person or persons author 
ized to engage in the transportation of property as a common or contract carrie! 
under the provisions of Sections 206, 207, or 209 of the Interstate Commerce Act, 
49 U.S. C. 306, 307, or 309. 

(b) Hquipment.—A motor vehicle, straight truck, tractor, semi-trailer, fu 
trailer, combination tractor-and-semi-trailer combination straight truck and full 
trailer, and any other type of equipment used by authorized carriers in the 
transportation of property for hire 

(c) Interchange of equipment.—The physical exchange of equipment betweer 
motor common carriers or the receipt by one such carrier of equipment from 
another such carrier, in furtherance of a through movement of traffic, at a point 
or points which such carriers are authorized to serve. 

(d) Regular employee.—A person not merely an agent but regularly in ex 
clusive full-time employment. 

(e) Agent.—aA person duly authorized to act for and on behalf of an author 
ized carrier. 

(f) Non-carrier.—A person other than an authorized carrier. 

(g) Owner.—A person to whom title to equipment has been issued, or whx 
has lawful possession of equipment, and has the same registered and license: 
in any State or States or the District of Columbia in his or its name. 

§ 207.3 Exemptions. Other than § 207.4 (c) and (d), relative to inspectio 
and identification of equipment these rules shall not apply— 

(a) To equipment leased by one authorized carrier operating over regular 
routes to another authorized carrier operating over regular routes and operated 
between points and over routes which both lessor and lessee are authorized t 
serve, and to equipment leased by one authorized carrier operating over irregular 
routes to another such carrier and operated between points and within territory 
which both lessor and lessee are authorized to serve; 

(b) To equipment utilized wholly or in part in the transportation of railwa) 
express traffic, or in substituted motor-for-rail transportation of railroad freight 
moving between points that are railroad stations on railroad billing; 

(c) To equipment utilized in transportation performed solely and exclusively 
within any municipality, contiguous municipalities, or commercial zone, as de 
fined by the Commission ; 

(d) To equipment utilized by an authorized carrier in transportation pe! 
formed pursuant to any plan of operation approved by the Commission in 
proceeding arising under section 5 of the Interstate Commerce Act, or 
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(e) To equipment without drivers leased by an authorized carrier from an 
ndividual, copartnership or corporation, whose principal business is the leasing 
of equipment without drivers for compensation. 

$207.4 Augmenting equipment. Other than equipment exchanged between 
motor common carriers in interchange service as defined in § 207.5 of these rules, 
authorized carriers may perform authorized transportation in or with equip- 
ment which they do not own only under the following conditions: 

a) The contract, lease, or other arrangement for the use of such equipment— 

(1) Shall be made between the authorized carrier and the owner of the 
equipment ; 

(2) Shall be in writing and signed by the parties thereto, or their regu- 
lar employees or agents duly authorized to act for them in the execution of 
contracts, leases, or other arrangements; 

(3) Shall specify the period for which it applies, which shall be not less 
than 30 days when the equipment is to be operated for the authorized car- 
rier by the owner or employees of the owner; provided, that for six months 
from the date these rules become effective, equipment specified in section 
208 (b) (6) of the Act 49 U. 8. C. 303 (b) (6) may be utilized by authorized 
carriers under contracts, leases or other arrangements applying for less 
than 30 days, only under the following condition : 

(i) The equipment is being returned over reasonably direct routes 
from the destinations of shipments of the commodities specified in sec- 
tion 208 (b) (6) of the Act 49 U. S. C. 308 (b) (6) or points inter- 
mediate thereto, or the commercial zones of such destinations and inter- 
mediate points, as defined by the Commission, to the origins of such 
shipments, or points intermediate thereto, or the commercial zones of 
such origins and intermediate points, as defined by the Commission; 

(4) Shall provide for the exclusive possession, control and use of the 
equipment, and for the complete assumption of responsibility in respect 
thereto, by the authorized carrier, as follows: 

(i) When entered into by parties other than authorized carriers of 
household goods, as defined by the Commission, for the duration of the 
said contract, lease or other arrangement, and the equipment shall not 
be further leased or sublet to any other authorized carrier or non- 
carrier for such duration ; 

(ii) When entered into by authorized carriers of household goods, 
as defined by the Commission, during the period the equipment is op- 
erated by or for the authorized carrier, lessee ; 

(5) Shall specify the compensation to be paid by the lessee for the rental 
of the leased equipment; provided, however, that such compensation shall 
not be computed on the basis of any division or percentage of any applic- 
able rate or rates on any commodity or commodities transported in said 
vehicle or on a division or percentage of any revenue earned by said vehicle 
during the period for which the lease is effective ; 

(6) Shall specify the time and date or the circumstance on which the 
contract, lease, or other arrangement begins, and the time or the circum- 
stance on which it ends. The duration of the contract, lease or other ar- 
rangement shall coincide with the time for the giving of receipts for the 
equipment, as required by paragraph (b) of this section; and 

(7) Shall be executed in triplicate; the original shall be retained by 
the authorized carrier in whose service the equipment is to be operated, one 
copy shall be retained by the owner of the equipment, one copy shall be 
carried on the equipment specified therein during the entire period of the 
contract, lease, or other arrangement, unless a certificate as provided in 
paragraph (d) (2) of this section is carried in lieu thereof. 

(b) Receipts.—When possession of the equipment is taken by the authorized 
carrier or its regular employee or agent duly authorized to act for it, said 
carrier, employee, or agent shall give to the owner of the equipment, or the 
owner’s employee or agent a receipt specifically identifying the equipment and 
stating the date and the time of day possession thereto is taken; and when the 
possession by the authorized carrier ends, it or its employee or agent shall 
obtain from the owner of the equipment, or its regular employee or agent duly 
authorized to act for it, a receipt specifically identifying the equipment and 
stating therein the date and the time of day possession thereof is taken. 

(c) Inspection of equipment.—It shall be the duty of the authorized carrier, 
before taking possession of equipment, to inspect the same or to have the same 
inspected by a person who is competent and qualified to make such inspection 
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and has been duly authorized by such carrier to make such inspection as a 
representative of the carrier, in order te insure that the said equipment com- 
plies with parts 193 and 196 of the Motor Carrier Safety Regulations (Reyv.), 
pertaining to “Parts and Accessories Necessary for Safe Operation,” and “In- 
spection and Maintenance,” and if explosives or other dangerous articles are 
to be transported thereon, further to inspect and check such vehicles or equip- 
ment to insure that they or it complies with Part 197 of the said safety regu- 
lations pertaining to “Safe Transportation of Explosives.” The person making 
the inspection shall certify the results thereof on a report in the form herein- 
after set forth, which report shall be retained and preserved by the authorized 
carrier, and if his inspection discloses that the equipment does not comply with 
the requirements of the said safety regulations, possession thereof shall not be 
taken. In all instances in which the inspection required by this rule is made, 
the authorized carrier, if an individual, or a member of the copartnership if 
the authorized carrier is a copartnership, or one of the officials thereof if the 
authorized carrier is a corporation, shall certify on the inspection report that 
the person who made the inspection, whether an employee or person other thar 
an employee, is competent and qualified to make such inspection and has beer 
duly authorized by such carrier to make such inspection as a representative of 
such authorized carrier: 


REPORT OF VEHICLE INSPECTION 


Description of vehicle: Make, Lp 8 
serial No. 
Type: Tractor, _-~; trailer, - <a 
License plate: No. _--.--- .; State, 
Owner’s name: wesinamseaeimamedinctiaien ueasoitadael ‘ . 
Name of authorized carrier: —__ Sanibasidiientes ee anaeaceeenl 
Indicate in the proper column the result of the inspection of each item listed: 


Not 
defective 


Description 
of defect 


Item Defective 


Body brakes 

Cooling system 

Drive line 

Emergency equipment 
Engine 

Exhaust 

Fuel system 

Glass 

Horn 

Leaks 

Lights (state whict 
Reflectors 
Speedometer 
Springs 

Steering 

Tires 

W heels 
Windshield wiper 
Any other items requiring attention 


I hereby certify that on the . day of ........, I carefully inspected 
the equipment described above and that this is a true and correct report of the 
result of such inspection. 


I hereby certify that on the date stated above the person who made the inspec- 
tion covered by this report was competent and qualified to make such inspection 
and was duly authorized to make such inspection as a representative of 


Date 7 . mn 
(Signature of authorized carrier or copartner 
or officer of authorized carrier) 
(d) Identification of equipment.—The authorized carrier acquiring the use 
of equipment under this rule shall properly and correctly identify such equip- 
ment as operated by it when such equipment is operated by or for such carrier, 
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during the period of the lease, contract or other arrangement, in accordance with 
the Commission’s requirements in Ex Parte No. MC—41; Part 166, Identification 
of Motor-Carrier Vehicles. If a removable device is used to identify the author- 
ized carrier as the operating carrier, such device shall be on durable material 
such as wood, plastic, or metal, and bear a serial number in the authorized car- 
rier’s own series so as to keep proper record of each of the identification devices 
in use, 

(1) The authorized carrier operating equipment under these rules shall 
remove any legend, showing it as the operating carrier, displayed on such 
equipment, and shall remove any removable device showing it as the oper- 
ating carrier, before relinquishing possession of the equipment. 

2) Unless a copy of the lease, contract, or other arrangement is carried 
on the equipment, as provided in paragraph (a) (7) of this section, the 
authorized carrier or its regular employee or agent shall prepare a statement 
certifying that the equipment is being operated by it, which shall specify 
the name of the owner, the date of the lease, contract, or other arrangement, 
the period thereof, any restrictions therein relative to the commodities to be 
transported, and the location of the premises where the original of the lease, 
contract, or other arrangement is kept by the authorized carrier, which cer 
tificate shall be carried with the equipment at all times during the entire 
period of the lease, contract, or other arrangement. 

(e) Driver of equipment.—Before any person other than a regular employee 
of the authorized carrier is assigned to drive equipment operated under these 
rules, it shall be the duty of the authorized carrier to make certain that such 
driver is familiar with, and that his employment as a driver will not result in, 
violation of any provision of Parts 192, 193, 195, and 196 of the Motor Carrier 
Safety Regulations (Rev.) pertaining to “Driving of Motor Vehicles.” “Parts 
ind Accessories Necessary for Safe Operation,” “Hours of Service of Drivers,” 
and “Inspection and Maintenance,” and to require such driver to furnish a cer- 
tificate of physical examination in accordance with Part 191 of the Motor Car- 
rier Safety Regulations (Rev.) pertaining to, “Qualifications of Drivers,” or, in 
lieu thereof, a photostatic copy of the original certificate of physical examin»- 
tion, which shall be retained in the authorized carrier’s file. 

(f) Record of use of equipment—The authorized carrier utilizing equipment 
operated under these rules shall prepare and keep a manifest covering each trip 
for which the equipment is used in its service, containing the name and address 
of the owner of such equipment, the make, model, year, serial number, and the 
State registration number of the equipment, and the name and address of the 
driver operating the equipment, point of origin, the time and date of departure, 
the point of final destination, and the authorized carrier’s serial number of any 
identification device affixed to the equipment. During the time that equipment 
subject to these regulations is operated there shall be carried with the equip- 
ment, bills of lading, waybills, freight bills, manifests, or other papers identifying 
the lading, which shall clearly indicate that the transportation of the property 
carried is under the responsibility of the authorized carrier, which papers, to- 
gether with the truck manifest, shall be preserved by the authorized carrier. 

§ 207.5 Interchange of equipment. Authorized common carriers may by con- 
tract, lease, or other arrangement, interchange any equipment defined in § 207.2 
of these rules with one or more other such common carriers, or one of such car- 
riers may receive from another such carrier, any of such equipment, in connec- 
tion with any through movement of traffic, under the following conditions: 

(a) Agreement providing for interchange——The contract, lease, or other ar- 
rangement providing for interchange shall specifically describe the equipment to 
be interchanged; the specific points of interchange; the use to be made of the 
equipment and the consideration for such use; and shall be signed by the parties 
to the contract, léase or other arrangement, or their regular employees or agents 
duly authorized to act for them, in the execution of such contracts, leases, or 
other arrangements: 

(b) Authority of carriers participating in interchange.—The certificates of 
public convenience and necessity held by the carriers participating in the inter- 
change arrangement must authorize the transportation of the commodities pro- 
posed to be transported in the through movement, and service from and to the 
point where the physical interchange occurs. 

(c) Driver of interchanged equipment—FEach carrier must assign its own 
driver to operate the equipment that is proposed to be operated from and to the 
point or points of interchange and over the route or routes or within the territory 
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authorized in the participating carriers’ respective certificates of publie con 
venience and necessity. 

(d) Through bills of lading.—The traffic transported in interchange service 
must move on through bills of lading issued by the originating carrier, and the 
rates charged and revenues collected must be accounted for in the same Manner 
as if there had been no interchange of equipment. Charges for the use of the 
equipment shall be kept separate and distinct from divisions of the joint rates 
or the proportions thereof accruing to the carriers by the application of local or 
proportional rates. 

(e) Inspection of equipment.—It shall be the duty of the carrier acquiring the 
use of equipment in interchange to inspect such equipment, or to have it in- 
spected in the manner provided in § 207.4 (c) of these rules, and equipment which 
does not meet the requirements of the safety regulations shall not be operated in 
the respective services of the interchange carriers until the defects have bee: 
corrected. 

(f) Identification of equipment.—The authorized carriers operating equipment 
in interchange service under this section shall carry with each vehicle so operated 
a copy of the contract, lease, or other arrangement while the equipment is being 
operated in the interchange service. 

§ 207.6 Rental of Equipment to private carriers and shippers. 

(a) Renting equipment with drivers.—Unless such service is specified in their 
operating authorities, authorized carriers shall not rent equipment with drivers 
to noncarriers. 

(b) Rental of equipment without drivers —Authorized common carriers shall 
not rent equipment without drivers to noncarriers. 

Notice of this order shall be given to the general public by depositing a copy 
hereof in the office of the Secretary of the Commission at Washington, D. C., and 
by filing it with the Director of the Division of the Federal Register. 


By the Commission. 
[ SEAL] W. P. Barret, Secretary. 


The Cuarrman. Now, in view of the large number of people who 
have asked to testify on this bill, it has been necessary to extend these 
hearings for the balance of this week; that is, until Friday. 

On today and Thursday, the committee will hear from the propo 
nents of the bill; tomorrow and Friday, the committee will hear fron 
the opponents of the bill. Thus, today, Tuesday, we will hear fron 
proponents of the bill. Tomorrow, Wednesday, we will hear Pectas the 
opponents of the bill; Thursday we will hear from the proponents of 
the bill, and on Friday, the opponents of the bill. 

It is our intention, because of the pressure of business before this 
committee, to close these hearings on Friday. 

I mention that fact for this reason: That it would be an impossi 
bility for this committee to hear every witness who has indicated : 
desire to be heard. It would not be possible to hear all of them f 
they spoke extensively, if we continued the hearings through the bal 
ance of this month and probably next month. 

It is therefore suggested that all witnesses who have asked for time— 
or it is urged that they consolidate their statements as much as possible 

I take it that there are farm groups that are interested in this legis 
lation and may be included in these classifications: The farm organi 
zations and those associated with them; the railroads, who are in oppo 
sition to the bill; some labor unions who are in opposition to the bill, 
and some industry, and so forth. 

Now, I suggest that leaders in each of those several classifications 
confer together to the end that there may be some understanding and 
agreement between you as to the division of time to be allotted to in 
dividual speakers. 

It is hoped that it will be done in a way that will bring to the com 
mittee every possible argument for and against the legislation but 
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prevent reiteration by different witnesses, which I take it would not 
mean much other than the consuming of time. 

Therefore, to the end that there may be as full and complete hear- 
ugs as possible, will you assist the committee in a way in which I have 
indieated, by consolidating your statements, making certain that each 
of the points you desire to make is brought to the attention of the 
committee; but not taking up the time of the committee in listening 
to a reiteration of the same arguments over and over and over again. 

Now, at this point in the record, I also wish to insert the reports 
which have come to us from the different departments of the Govern- 
ment. 

I have before me a report from the Department of Agriculture, 
dated April 14, 1953, signed by the Secretary of Agriculture, Mr. 
Benson, which is favorable to the legislation. I will not take the time 
of the committee to read those at this time; but, if any of the members 
of the committee would like to see them, I have them here for their use. 

[ also have a report from the Acting Secretary of Commerce, dated 
April 20, 1953, which is adverse to the legislation. 

[ also have a report of the Interstate Commerce Commission, dated 
March 24, 1953, signed by Commissioner Mahaftie, which is adverse 
to the legislation. 

(The letters above referred to are as follows:) 


THE SECRETARY OF COMMERCE, 
Washington, April 20, 1953. 
Hon. CHARLES A, WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


DeAR MR. CHAIRMAN: This letter is in further reply to your request dated 
February 21, 1953, for the views of this Department concerning H. R. 3208, a bill 
to amend the Interstate Commerce Act in order to prohibit the Interstate Com- 
merce Commission from regulating the duration of certain leases for the use of 
equipment by motor carriers, and the amount of compensation to be paid for 
such use, 

The bill apparently is intended to overcome the present prohibition against 
trip-leasing arrangements contained in ICC regulations recently upheld by the 
Supreme Court. 

The position of this Department is to favor economic regulation of transpor- 
tation only to the extent absolutely necessary to protect the public interest, but 
when regulatory need is established the administrative power conferred should 
be sufficiently efficient and flexible to make such action effective. This is illus- 
trated by the present regulation of truck leasing by ICC in protection of certifi- 
cated transportation agencies against certain uneconomic aspects of existing 
practices and conditions. Such regulations can be changed from time to time 
as necessary to meet new conditions or to correct adverse effects of prior action 
under present law. A flat statutory limitation such as is proposed in H. R. 3208 
would unduly limit the Commission’s discretion and destroy necessary flexibility. 

An orderly system of motor-carrier control is essential to our national trans- 
portation system, and it is possible that such a system might be jeopardized if 
the ICC were denied adequate power to control the practices in question within 
its reasonable discretion, 

We therefore oppose the enactment of H. R. 3203, which would deny to the 
ICC flexible authority in this important area of motor-carrier regulation in its 
present form. 

We have been advised by the Bureau of the Budget that there would be no 
objection to our submission of this letter. 

if we can be of further assistance in this mater, please call on us. 

Sincerely yours, 
Rosert B. Murray, Jr., 
Acting Secretary of Commerce. 
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INTERSTATE COMMERCE COM MISSION, 
Washington, March 24, 1953 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, House of Rep 
resentatives, Washington, D. C. 

My Drar CHAIRMAN WOLVERTON: Your letter of February 21, 1953, addresse 
to the Chairman of the Commission and requesting comments on H. R. 3203, in 
troduced by you (by request), to amend the Interstate Commerce Act in ord 
to prohibit the Interstate Commerce Commission from regulating the duratio 
of certain leases for the use of equipment by motor carriers, and the amount of 
compensation to be paid for such use, has been referred to our Committee « 
Legislation and Rules. After careful consideration by that committee, I an 
authorized to submit the following comments in its behalf: 

This bill proposes to amend section 202 of the act by adding at the end thereof 
a new paragraph (d) which would specifically deprive the Commission of au 
thority to regulate the duration of, and the compensation to be paid under, any 
jease, contract, or other arrangement for the use of any motor vehicle by a moto 
carrier, the exercise of which authority by the Commission was recently uphe) 
by the Supreme Court in American Trucking Association, Inc. vy. United Stat: 
(— U. 8. —, 73 8. Ct. 307), decided January 12, 1955. 

The reasons which impelled the Interstate Commerce Commission in Ea part; 
No. MC-48, Lease and Interchange of Vehicles by Motor Carriers (52 M. C. (¢ 
675), to adopt rules and regulations respecting the lease and interchange pra 
tices of authorized motor carriers subject to its jurisdiction may be summarized 
from the report in that proceeding as follows: 

Leasing practices of authorized carriers have presented difficult problems from 
the inception of regulation in 1935, particularly in determining the parties er 
titled to certificates and permits under the “grandfather” clauses of the act. Th 
Commission's Bureau of Motor Carriers began a study of the practices in 1940 
held meetings with various typical carriers throughout the country, and r¢ 
leased a statistical report dealing with practices in 1943. The study was su 
pended during the war, but resumed thereafter, and in 1947 tentative rules t 
govern the practices were offered to representatives of the carriers for criticisn 
and suggestions. Although there was general agreement that some action shoul 
be taken to correct abuses, the carriers were unable to agree as to the nature 
of such action. 

During the war, directives of the Office of Defense Transportation and orders 
of this Commission, intended to make the fullest use of motor-vehicle capacit 
and conserve fuel and tires, sanctioned many practices which were permitted 
only because of the emergency. As a result, leasing among authorized carrie! 
became more prevalent and widespread. After the war, the desire of veterans 
to engage in business for themselves and the ease in obtaining financial ai 
together with the difficulty of entering a regulated industry, resulted in a great 
increase in leasing practices, particularly with respect to the employment of 
owner-operators. Motor common carriers in the eastern part of the country 
began augmenting their equipment during periods of heavy traffic with vehicles 
of other carriers, exempt haulers, or private carriers, without a lease of any 
kind. In the Chicago, Ill., area motor carriers became increasing dependent 
on the services of itinerant owner-operators of trucks. 

Arrangements for the use of equipment by authorized carriers frequently were 
made over the telephone, without any inspection of the vehicle by the lessee t: 
insure compliance with safety regulation requirements or any check as to whethe 
the driver was qualified to operate the vehicle under Commission rules. These 
arrangements were not always concluded before the transportation took place 
Sometimes owner-operators picked up loads. and then shopped around for 
carrier which would issue billing covering the shipment under the most desir- 
able arrangement. Some operators at times transported freight on the billing 
of a carrier, without the knowledge of the latter, and without paying to it any 
portion of the revenue collected. In some instances, the owners of the vehicles 
obtained control of the traffic through the contacts which they established with 
the shippers. As a result of such contacts, in some instances the vehicle owners 
transported for shippers under lease, without reporting the lease to the carrier 

Authorized carriers were found to be extending their operations outside the 
scope of their certificates or permits under the guise of leasing to other carriers 
In preference to interchanging traffic at a common point, other carriers were 
transporting traffic through to destinations under ostensible lease to the carrier 
having actual authority to serve the destination. 
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Many authorized carriers utilizing the services of owner-operators under trip 
ieases found that they were unable to determine whether the operators were in 
compliance with the Commission’s hours-of-service regulation, and, as such 
operators did not always carry certificates of physical examination, their fitness 
to drive could not be ascertained. Violations of the Commission’s hours of serv 
ice were widespread, accompanied by falsifications of the daily logs of the opera 
tors. In the case of an owner-operator engaged for a single trip, it was not 
always possible for the lessee-carrier properly to inspect the equipment to ascer 
tain if it complied with the safety requirements of the Commission. A number 
of witnesses who were formerly owner-operators testified to driving for periods 
exceeding the Commission’s hours-of-service requirements, ranging from 16 to 
76 hours without adequate rest, overloading of equipment, deferring necessary 
repairs, driving under hazardous conditions and numerous other bad practices. 
Laxity of inspection of equipment by the lessee-carrier was a common experience 
of these witnesses, 

The Commission’s policy with respect to leasing practices, particularly trip 
leasing, is shown in the following summary of statements from the Commis 
sion’s report in Lease and Interchange of Vehicles by Motor Carriers, supra 
(pp. 725-726) : 

“The evidence as to laxity in inspection of equipment and the checking b) 
prospective lessees of drivers and drivers’ qualifications relates preponderant) 
to equipment leased for a single trip, particularly equipment of the itinerant 
owner-operator who does not become integrated with the service of an authorized 
carrier for any definite period. * * * Where their [owner-operators] services 
are utilized under continuing arrangements, such as those considered in the 
grandfather proceedings, we see no obstacles to proper administration of the 
act nor any necessity at present to require the assumption by such owner-op 
erators of the status of employed drivers. We are convinced, however, that 
trip leasing, and especially trip leasing of equipment that is operated for the 
lessee by the owner, or employees of the owner, is inimical to sound regulation 
and proper administration of the provisions of part II of the act and of our 
safety regulations, The rules prescribed herein will provide that leases of such 
equipment apply for a definite period. Some minimum period is necessary to 
insure proper inspection of equipment and a check of the qualifications of the 
driver, particularly when the latter is not an employee of the lessee and we 
find that a minimum period of 30 days would be reasonable. 

“In this connection we observed that carriers which conduct operations en 
tirely, or almost entirely in nonowned equipment, and, more particularly, il 
equipment rented on the basis of a percentage of the revenue earned with the 
equipment, are in an extremely favorable competitive position as compared 
with carriers having substantial investment in equipment devoted to for-hire 
transportation. Moreover, a carrier’s inability to provide service except in 
equipment owned and operated by others raises serious doubts as to its fitness 
and ability. This is a matter which undoubtedly merits more consideration 
than it has heretofore received in passing upon applications for operating au 
thority and for extensions of such authority. 

* * * * * * * 


“We further conclude that compensation for the rental of equipment based 
upon a percentage of the revenue earned with the equipment should be pro 
hibited. This method of compensation leads the carriers which utilize owner- 
operated equipment to concentrate upon certain profitable traffic to the ¢ 
clusion of other traffic. It certainly distorts the operating statistics of carrier 
which depend to a large extent upon equipment leased on that basis. We are 
persuaded also that it plays a large part in the practice of carriers which have 
extensive operating rights, but are unable or unwilling to provide service there 
under, of leasing such rights to others under the guise of equipment leases. 

“For the present we shall not require that leases by authorized carriers of the 
equipment of carriers of exempt commodities, that is subject to our safety regu 
lations, when utilized solely in return movements, apply for the prescribed 
minimum period. It seems appropriate to afford the parties some time in 
which to make the adjustments that a complete prohibition of trip leasing may 
render necessary. In permitting this temporary exemption we have given con 
sideration also to the importance of such trip leasing at the present time in 
certain areas of the country. We conclude that * * * it stands upon no better 
footing than the trip leasing of owner-operator equipment * * *,” 

The Commission’s order prescribing rules and regulations governing leasing 
and interchange practices of motor carriers was sustained in two statutory 


83212—53——--2 
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three-judge courts. The first decision was in the Northern District of Alabama 
imerican Trucking Association, Inc. y. United States (101 F. Supp. 710), here 
inafter called the Alabama case, and the second decision in the southern dis 
trict of Indiana, Hastern Motor Express, Inc, v. United States (103 F. Supp 
694): herein referred to as.the Indiana case. In the Alabama case, the coui 
found that the Interstate Commerce Act of 1940 enunciating a national trans 
portation policy, was intended to expand the statutory jurisdiction of the Con 
mission. In the words of the court: 

“Integrating the functions of transporting persons and property via rail, by 
road, and by water into a mosaic of great complexity and infinite variety, the 
Congress in broad and sweeping terms committed its regulation to the Commis 
sion, which had for half a century exhibited both fidelity and skill in this 
rapidly expanding field of industrial adventure.” 


Although the court found that the Commission’s power to prescribe the rules and 
regulations under consideration was not spelled out in any of the provisions of 
part II of the act, nevertheless, upon the principles laid down in United States vy 
Pennsylvania R. Co. (323 U. S. 612), the court concluded that it was the intent 
of Congress to confer such jurisdiction upon the Commission. 

The court further concluded that it could not find that the evidence afforded 
no rational basis for the conclusions of the Commission, or that the rules were 
neither appropriate nor plainly adapted to carry out the congressional intent 
expressed in the national transportation policy, or that there was merit in the 
argument that the rules were unreasonable because they prescribed absolute 
uniformity with respect to the carriers to which they applied, or were arbitrary 
because certain carriers were exempted from the force of their operation. 

The Indiana case also sustained the jurisdiction of the Commission, virtually 
for the same reasons as stated by the court in the Alabama case, from which 
latter opinion the court in the Indiana case quoted with approval. In the Indiana 
case, the court gave particular consideration to the assertions of some of the 
parties, including the Secretary of Agriculture, that the rules jeopardized the 
national economy in prohibiting the use of vehicles transporting exempt agri 
cultural commodities in one direction for return trips as a part of the motor 
vehicle fleet of common carriers. Although agreeing that the discontinuance of 
such practices might result in restricting the distribution of the products of agri- 
culture, increasing the mileage operated without cargo by both regulated carriers 
and the transporters of agricultural commodities and farm supplies, the court 
said this was an argument which must be addressed to the Congress. Referring 
to an estimate by former Commissioner Rogers that on February 1, 1950, there 
were approximately 40,000 haulers of agricultural commodities, farm supplies, 
and fish, operating in interstate commerce, owning 150,000 exempt trucks, as 
compared to 20,042 regulated carriers of property, the court stated: 

“Far from justifying the continuation of the system as developed, we are of 
the opinion that this evidence further points out the necessity for the stricter 
regulation which will result from the operation of the new rules, in view of the 
record in this case and the findings by the Commission of the serious evils which 
have resulted from the unregulated trip-leasing practices of the past, including 
those of the exempt commodity carriers. * * * The Commission gave the 
matter very careful consideration. * * * We cannot agree that the order 
nullifies the agricultural exemption.” 

In sustaining the decisions of the two lower courts, and in affirming the 
Commission's authority to promulgate the rules, the Supreme Court in Americar 
Trucking Association, Inc. v. United States, supra, stated as follows: 

“We hold then that the promulgation of these rules for authorized carriers 
falls within the Commission’s power, despite the absence of specific reference 
to leasing practices in the act. See General American Tank Car Corp. v. El 
Dorado Terminal Co. (308 U. S. 422, 482, 60 S. Ct. 325, 831, 84 L. Ed. 361) 
The grant of general rulemaking power necessary for enforcement compels this 
result. It is foreshadowed, of course, by United States v. Pennsylvania R. Co 
(323 U. 8S. 612, 65 S. Ct. 471, 89 L. Ed. 499). That case validated an order 
requiring railroads to lease cars to a competing carrier by sea, in spite of the 
inability of the Commission to ground its action on some specific provision of 
the act. * * * This Court pointed to the fact that the “unquestioned power 
of the Commission to require establishment of (through) routes would be wholly 
fruitless, without the correlative power to abrogate the association’s rule which 
prohibits the interchange.” * * * There is evidence here that convinces us 
that regulation of leasing practices is likewise a necessary power; in fact we 
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think its exercise more crucial than in United States v. Pennsylvania R. Co. 
The enforcement of only one phase of the act was there endangered ; here, prac- 
tically the entire regulatory scheme is affected by trip-leasing. 

“A fair analogy appears between the conditions which brought about the motor 
carrier act and these sought to be cerreeted by the present rules, confirming 
our view of the Commission’s jurisdiction.” 

The court considered the exemption in section 208 (b) (6) of “motor vehicles 
used in carrying property consisting of ordinary livestock, fish (including shell 
fish) or agricultural (including horicultural) commodities (not including manu- 
factured products thereof), if such motor vehicles are not used in carrying any 
other property or passengers for compensation,” and the arguments of some 
of the appellants, particularly the Secretary of Agriculture, that the rules would 
drastically reduce the significance of this section, in violation of the intent 
of Congress. With respect to this argument the court stated as follows: 

“We are unable, however, to conclude that the economic dangers to the agri- 
cultural truckers from these rules constitutes a violation of § 208 (b) (6). The 
mere fact that commercial carriers of agricultural products will hereafter be 
required to establish their charges on the basis of an empty return trip is not 
the same as bringing them within Commission jurisdiction generally. The 
exemption extends, by its own words, to carriage of the agricultural products, 
and not to operations where the equipment is used to carry other property. 
Needless to say the statute is not designed to allow farm truckers to compete 
with authorized and certificated motor carriers in the carriage of nonagricul- 
tural products or manufactured products for off-the-farm use, merely because 
they have exemption when carrying only agricultural products. We can there- 
fore find nothing in its which implies protection of agricultural truckers’ right 
to haul other property, even though from an economic standpoint that right 
is important. Regulated truckers must also receive protection upon their re- 
stricted rontes and limited carriage. A balance between these competing factors, 
carried out in accordance with congressional purpose, does not seem to us 
nnreasonable or invalid.” 

As indicated above, the arguments in favor of permitting trip-leasing are 
largely economic. The vehicles of exempt commodity carriers, itinerant owner- 
operators, and private carriers provide a pool of equipment available to regulated 
carriers, even those owning substantial numbers of vehicles, during periods of 
emergency or peak demand, for which no investment is required and for which 
no maintehance facilities need be provided. The use of such equipment reduces 
the empty mileage, not only of private carriers and itinerant owner-operators, 
but alse of authorized carriers which have been granted certificates or permits 
to transport in one direction only. Such authorities were granted generally to 
transport particular classes of commodities, wpon evidence which justified only 
the one-way grant. When such carriers later attempt to obtain authority to 
han! in the reverse direction, they are met by the determined opposition of other 
carriers in the field, and it is seldom that a need for the additional authority 
songht can be found to exist. With respect to haulers of agricultural com 
modities, particularly perishables, it is undoubtedly true that a substantial 
business has been developed, dependent upon such haulers obtaining return loads 
of general commodities to their points of departure. 

As mentioned in part aboye, the arguments against permitting trip-leasing of 
owner-operated equipment are that careful inspection and examination of such 
equipment and of the drivers’ logs, physical condition, and qualification are 
almost impossible when equipment is leased for a single trip because such 
inspection and eXamination consumes too much time. Control over drivers of 
such equipment is lax, and such drivers are careless in observing company oper- 
ating requirements, schedules, and routes. On a long haul to his home base, 
such a driver is inclined to use a route shorter than the one to which the lessee 
carrier is restricted. At times when there is an overabundance of agricultural 
haulers and owner-operators competing for return loads, it is impossible to 
prevent their exploitation by the authorized carriers. Their utilization in any 
important degree at such times affords an opportunity to beat down the rate 
structure to the detriment of the carriers which do not utilize such equipment. 
Conversely, when the supply of such equipment is short, carriers which depend 
on it are at the mercy of the owners and may find themselves unable to meet the 
demands of their customers. The unwillingness of such owner-operators to 
transport other than solid truckloads leads to a concentration of such traffic 
with the carriers which utilize their services, tending to a diversion of the less 
profitable, less-than-truckload freight to the carriers which do not utilize owner- 
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operated equipment. Enforcement of the Commission's safety rules and hours 
of service is much more difficult in the case of drivers hired for a single trip 
The lessee-carriers do not have the same supervision over the drivers of such 
equipment and the equipment itself, as they do in the case of their own employees 
and vehicles and those of owner-operators hired on a long-term basis. 

We believe that the rules and regulations prescribed by the Commission are 
sufficiently flexible to enable us to strike a proper balance between the competing 
factors, that they are necessary, and that they will not impose too great a burden 
on the carriers. In this connection it should be pointed out that these regula 
tions are subject to ready amendment in the event of any emergency. 

For the reasons discussed above we do not recommend the enactment of 
H. R. 3208 

Respectfully submitted. 

CHARLES I). MaHarrie Acting Chairman, 
Hue W. Cross, 
Committee on Legislation and Rules 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., April 14, 1953 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. WoLvertron: Under date of March 5, 1953, you submitted to me fo 
comment a bill, H. R. 3203, to amend the Interstate Commerce Act so as to pr 
hibit the Interstate Commerce Commission from regulating the duration of cei 
tain leases for the use of equipment by motor carriers, and the amount of com 
pensation to be paid for such use. 

This Department supports the proposed legislation. Under it, we believe tha 
the economical and highly efficient system of motor-carrier distribution of the 
products of agriculture developed during the last 20 years can be retained. There 
are throughout the United States literally thousands of motor carriers special 
izing in the transportation of agricultural commodities in interstate commerce 
These carriers, including those controlled and operated by farm cooperatives, in 
dividual farmers transporting their own products and for-hire truckers, are 
exempt from the certificate requirements of the Interstate Commerce Act unde 
section 203 (b) thereof. Not being subject to such requirements, these carriers 
can and do render an expeditious and highly flexible transportation service t 
the agricultural community. Agricultural producers and shippers are large}; 
dependent upon the services of such carriers who, in many instances, operat 
directly from farms to consignees located in distant cities. The importance o 
such expeditious and flexible distribution, particularly of livestock and highly 
perishable and seasonal commodities, is readily apparent. 

For years it has been the practice of these so-called exempt carriers to tri; 
lease their equipment to Commission-certificated carriers for back hauls in orde: 
to avoid returning empty to the bases of operations of such haulers. Obviously 
the transportation charges on the outbound movements of the agricultural com 
niodities, in many instances, would be prohibitive without the added revenues 
received from such trip leases on the back hauls. Moreover, it is sound and eco 
nomical operation on the part of both the so-called exempt carriers and the Com 
mission-certificated carriers to trip lease otherwise empty equipment whenever 
it can be so utilized. 

Reguiations recently promulgated by the Interstate Commerce Commission, r¢ 
quiring that all leases of motor carrier equipment be for a minimum period of 30 
days and be for the exclusive use of the leased equipment, destroy the economical! 
and efficient utilization of motor carrier equipment inherent in this trip-leasing 
practice. Furthermore, it will not be feasible in most cases for the so-called 
exempt carriers to enter into such leases because of the flexible distribution re 
quired on the outbound movements of the products of agriculture. 

The Department therefore recommends that H. R. 3203 be passed and requests, 
if hearings on the bill are proposed, that it be notified in advance and assigned 
time for oral testimony. 

In view of the time situation, we have not obtained advice from the Bureau of 
the Budget as to the relationship of this proposed legislation to the program of 
the President. 

Sincerely yours, 
3ENSON, Secretary. 
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The CHarrMaN. I have also received numerous—lI almost said “in- 
numerable”’—I suppose with time we could at least number them— 
communications for and against the legislation. Those communica- 
tions will be analyzed and properly grouped. The great number 
of them would prevent their being put into the record in complete 
form; but they will be analyzed and classified and placed under eos 
\ppropriate and proper he: ading. 

Now, there had been an intention on the part of the committee in 
an effort to conserve the time of the committee to limit statements 
today in the hearings to 15 minutes. 

However, that might have worked some injustice in view of the fact 
of the great number of witnesses, and the necessity, as I have already 
ndicated, of consolidating statements. 

We, therefore, take it that there will be an effort made to consolidate 
statements in the hope that it will be helpful to the committee in con- 
serving its time. 

I, therefore, must leave it to those who do the speaking to make 
ertain from those who would wish to speak upon the same side of 
he serie that they have, that there is an arrangement on the part 
of such individuals for such persons to consume not more than 15 
okniees 

Now, if this does not work out in a voluntary way, by groups who 

re here today, then it will be necessary for the chairman to designate 
the time. 

I leave it in your hands for the present in the hope that you see the 
necessity of conserving time and will be able, by your own ways and 
means, to save the time of the committee in this respect. If that is 
not done, then there will be no other recourse than for the committee, 
through its chairman, to take such action as may be necessary. 

Are there any questions that anyone would like to ask? 

If not, we will proceed with the hearing of witnesses. 

Are there any Members of Congress present who desire to testify? 


STATEMENT OF HON. KARL C, KING, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Kine. Mr. Chairman. 

The Cuairman. You speak in favor of or against the bill ? 

Mr. Kine. In favor of the bill. 

The CHarrMan. Well, we will hear you immediately. 

Members of Congress have committee hearings that they necessarily 
must attend, and for that reason we try to give them that consideration 
n testifying first. 

Mr. Kine. Thank you, Mr. Chairman. 

Tam Karl C. King, Eighth District of Pennsylvania. 

The business which makes it possible for me to be a Congressman 
s vegetable growing. The King Farm operation in eastern ‘Pennsyl- 
vania delivers all over the northeastern third of the United States. 
Most of these deliveries are made on our own motortrucks but at 
rush times we need to employ motortrucks which are free to make 
produce deliveries to any point in our whole territory. 

In addition to being a vegetable grower, familiar with the problems 
of produce distribution throughout the country, I am today author- 
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ized to represent the Vegetable Growers Association of America. 
This is an association of ‘thousands of individual growers, most of 
whom depend largely on the hiring of trucks for all distant deliveries. 

I shall be brief in my statement because I know that other competent 
witnesses will give you many figures and facts pertinent to this prob 
lem. I mere ly want to assure you that thousands of farmers all over 
the country will be very seriously affected by the pending order of 
the Interstate Commerce Commission outlawing the privilege of sing) 
trip leasing to the thousands of trucks which follow the seasonal 
harvests of the produce industry. 

These trucks, although often slightingly referred to as gypsies 01 
itinerants, are a very important factor in the efficient distribution of 
foodstuffs and there is no substitute for them in the form of organized 
trucking lines operating over fixed routes. 

Of course, the order banning single trip leasing was not motivated 
by a desire to destroy independent truck operators or independent 
farmers, but the obvious effect of this order would be the complete 
destruction of the distribution system used for years in the develop- 
ment of an enormous produce industry. It may be said that. these 
independent trucks can still operate, but. if the privilege of picking 
up a return load of regulated merchandise is destroyed, they must 
either go out of business or practically double their rates so that the 
ge meral cost of distributing produce is greatly increased. I am sure 
you will find this general opinion fully ‘substantiated by the detailed 
information which will be presented to you. I appear here just to 
express the hope that this committee will act promptly in giving its 
approval of H. R. 3203 with a strong recommendation that it be 
passed on the floor of the House. 

Thank you, gentlemen. 

The CHarrman. May I say before the questioning period starts, 
there is no desire on the part of the chairman—in fact I have no 
authority to do so—to restrict anyone in questioning as extensively 
as they wish, but I assume, in view of the fact that we have asked ou 
witnesses to conserve the time, that the members of the committee 
may also observe that rule and help our schedule. 

Mr. O'Hara. Mr. Chairman. 

The Cuareman. Mr. O'Hara. 

Mr. O'Hara. Mr. King, just briefly, I presume that it is true that 
the movement of vegetables and the v regetable crop is a highly season 
able one and that when the vegetables are ready for shipment that 
they do have to be moved from the farm or production areas to the 
market as soon as possible; is that correct ? 

Mr. Krne. It is quite true, and being seasonal. of course, the loca 
tions of the trucking activities change very rapidly, in a single season, 
running from the southern section of the United States to the extreme 
northern section, as we go around with the seasons. 

Mr. O'Hara. And what type of vegetables do you raise on your 
farm? 

Mr. Krnc. About 12 different veretables. of the most perishable 
nature, such as broccoli, spinach, and so forth. 

Mr. O’Hara. How quickly do they have to be moved and trans 
ported from the farm to the market areas in the growing season? | 
mean from the time vou harvest them from the field? What is your 
situation as to disposing of them at the market place? 
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Mr. Kine. For vegetables of that type it is quite necessary that they 
be in the terminal market the night following the day of harvest and 
e give first-night delivery to territory covering more than 40 million 
people 
Mr. O'Hara. And what areas, in miles, would that be; what would 

» your distances that these trucks have to move to the m: arket places ¢ 

‘ie Kine. 500 miles is the limit of what you would call first-night 
delivery. 

Mr. O'Hara. That is all, Mr. Chairman. 

The CuHarrman. Any further questions ¢ 

Mr. Cartyte. Mr. Chairman. 

The Carman. Mr. Carlyle. 

Mr. Carty_e. Congressman King to what extent have your constit 
Se found it difficult to get their farm products to market under 

he present law ? 

Mr. Krnc. Under the present law ? 

Mr. Cartyte. Yes. 

Mr. Kine. Well, I am assuming that if the Interstate Commerce 
Commission proceeds to make effective its order, that everything will 
be changed for those farmers who depend on these itinerant trucks 
that move from one field to another as the season progresses. 

Now, in all of the vegetable growing districts of the East, there is 
a definite dependence on that type of truck for the delivery of pro 
duce and I think we should not get the idea that these so-called gypsies 
or itmerant trucks are all poor trucks. 

It is true, I think, that they are largely individually owned and 
are of very different and diverse types, but pretty generally they are 
good trucks and under the handling of good operators, large ‘ly owners. 

Mr. Cartyie. Now, of course, we all appreciate the importance of 
farmers being given an ample opportunity to have their produce 
marketed and properly transported. Is it an absolute fact that under 

the present law, if the Interstate Commerce Commission should have 
the authority to regulate these trucks, would that impede the trans 
portation of farm products? 

Mr. Kine. Yes, sir; if they stopped the single trip leasing, it will 
put, in my estimation, a great many of these trucks out of business and 
those remaining will have to increase their rates substantially to stay 
n business. The whole produce distributing system in the United 
States has been built on these trucks that have existed with the return 
haul privilege, and that certainly has been based strictly on single 
trip leasing. 

The 30-day leasing would be like a complete prohibition. It would 
not at all be usable ‘by the trucks operating in this produce industry. 
They come up out of Florida and the South to the North and their 
rates, coming up are not high enough to permit them to run all of 
the way bac Kk empty. 

Mr. Rocers. Will the gentleman yield? 

The Cuarman. Any further questions ? 

Mr. Rogers, Will the gentleman yield ? 

The Cramman. Mr. Rogers. 

Mr. Rogers, Congressman King, if the rate for transportation in 
creased, that would mean an increase to the consumer of the com- 
modity hauled, would it not? 
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Mr. Kine. Well; yes. By the time it gets to the consumer, that 
increase in cost that you inject into the first movement of produce will 
be multiplied by at least two, to provide for the additional commis 
sions, brokerages, and carrying charges, and so forth. 

Mr. Rocrers. You take the position then, that the benefits from this 
bill would flow to the consumer as well as to the small trucker ? 

Mr. Kine. Certainly, the consumers are greatly benefited by the 
continuation of the present system of produce hauling in this coun 
try, because it is the most economical. It is not a system that is sub 
ject to close regulation and direction, because of the shifting nature 
of it. The trucking business is shifting in nature simply because pro 
duce production is shifting in its nature. 

You will have a big rush in some producing areas that will last 
for only 2 weeks or maybe 3 weeks, and then that bunch of trucks 
hauling most of that produce shifts to the next section up the line. 

The present system in my estimation is a very economical system 
of distributing foodstuffs of the perishable nature and this order, pro 
posed order of the Interstate Commerce Commission in my opinion, 
would absolutely destroy the present system. 

Mr. Rocers. That is all, Mr. Chairman. 

Mr. Harris. Mr. Chairman. 

The Cuairman. Mr. Harris. 

Mr. Harris. I should like to inquire of our colleague if he did not 
say that he was in the business of producing fresh vegetables. 

Mr. Kina. Yes: I am a vegetable farmer up on the Delaware River 
in eastern Pennsylvania. 

Mr. Harris. Do you transport your own produce to the market? 

Mr. Kina. Yes: in my own case, we have over 100 motor trucks and 
transport practically all of our own produce, although we do strike 
those times when we need to hire these extra trucks. 

But, I am not speaking because this Interstate Commerce Commis 
sion order would seriously affect my operation. As a matter of fact 
it might be a good thing for me, happening to be an operator who 
delivers practically all of my own stuff; a good thing for me, but 
putting most of my competitors at a very big disadvantage, by pra 
tically ruining the system that most producers depend on; but it 
would not seriously hurt me because we have always handled our own 
deliveries. 

Mr. Harris. Now, when you say “We,” do you mean your associa- 
tion, or do you mean people associated with you in the producing of 
fresh veget tables ? 

Mr. Kine. In that answer I refer to myself; since you ask me the 
personal question about my own operation. I say “we,” I mean my 
organization. Somebody back there has to run it while I spend my 
time down here. 

Mr. Harris. I appreciate that. You mean that you run a pro- 
ducing business of fresh vegetables on such a scale that it requires 
you to own and operate 100 trucks ¢ 

Mr. Kine. Yes. We grow five or six thousand acres of vegetables 
a year. And, of course, we have a long-time schedule of production ; 
scheduling the various crops over a long period of the year. We 

can afford to own and operate our own motortrucks, whereas the 
farmer who—— 
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Mr. Harris. With 10 acres cannot ? 

Mr. Kine (continuing). Has a short market season cannot afford 
to do so. 

Mr. Harris. I appreciate that, but I am trying to get information 
out of your own experience. 

Now, you operate these trucks in the various markets throughout 
the northeastern part of the United States, do you not? 

Mr. Kine. Yes. Our regular market, in the active season is Cleve- 
land, Pittsburgh, Washington, and Richmond on the west and south 
and New York City, of course, is the big one, but we operate to 
Boston and Portland. 

Mr. Harrts. All right. These are exempt commodities referred 
to under the provisions of the Interstate Commerce Act, are they not ! 

Mr. Kine. Strictly. 

Mr. Harris. Do you lease your trucks back-haul movement ¢ 

Mr. Kine. Sometimes we do; but not so much in the territory | 
just mentioned. When we run our trucks to Chicago, St. Louis, o1 
some distant place—and sometimes to Buffalo—we like to pick up a 
return load; but personally in the operation of my own motortrucks, 
we do not do a great deal of back hauling. 

Mr. Harris. In other words, you are telling us that in your own 
operations you engage in a little trip leasing yourself? 

Mr. Kine. That is ‘Tight. 

Mr. Harris. Now, the tr ip leasing that you do, is it with some par 
ticular company that you do business with all of the time, or is it 
just here and yonder, with anyone you might think it advisable for 
you to do business ¢ 

Mr. Kine. Well, it works like this with us: if we send a truck 
into Chicago, we simply tell the truckdriver when he gets unloaded 
to “see if he can get a load back.” And, being familiar with one or 
two of the carriers out of Chicago, when he gets unloaded he simply 

calls by telephone and asks them if they have any merchandise com 
ing back to the Philadelphia territory that he could load. 

Mr. Harris. And then occasionally he gets a load and he brings 
it back ¢ 

Mr. Kine. Well, he can most always get a load from Chicago to 
Philadelphia. 

Mr. Harris. Why do you not do it then all of the time? 

Mr. Kune. Well, as I say, we do when we send a truck to Chicago, 
but Chicago is not an important point with us. 

Mr. Harris. I see. 

Mr. Kine. In my own operations, we get a back haul every time 
we go to Chicago. 

Mr. Harris. What. type of product do you haul back, generally 
speaking, say, from Chicago? 

Mr. Kina. I would say most anything in the general merchandise 
field. It is all regulated. 

Mr. Harris. It might be one commodity one time and another com- 
modity some other time? 

Mr. Kine. Surely; it can be anything that that particular hauler 
happens to want to move by truck. It is very diversified. 

Mr. Harris. Now, how much are you paid for that back haul 
comparison to what is paid to the regulated trucking operation ? 
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Mr. Kine. Well, when we lease our truck, it automatically goes 
under his insurance coverage and under protection which they have 
paid for and then, I assume they have administrative costs in the 
matter, and I cannot give you the actual figures, but I always have 
assumed that we haul that back load for probably 15 percent less than 
the rate that the other fellow is receiving; but, that does not mean 
he makes 15 percent profit on it necessarily. He has insurance costs, 
and various other things. But still it becomes a profitable back haul 
for us. 

Mr. Harris. If the Interstate Commerce Commission’s rules and 
regulations went into effect, requiring the leasing of this equipment 
for an entire period of 30 days, could you, in your own operations 
obtain such a back haul movement at all ? 

Mr. Kine. No. It would be a ridiculous thing, if we sent a truck 
to Chicago and then leased it to somebody for 30 days. We just 
would not lease it to them for the trip back. 

Mr. Harris. That is all, Mr. Chairman. 

The Crmirrman. Are there any further questions? 

Mr. Rogers. Mr. Chairman, [ beg your pardon for asking for the 
fioor for a second time. 

The CxHarrman. Mr. Rogers. 

Mr. Rocers. The thing that I would like Congressman King to tell 
us about is this: now, in the rate that you get on ‘that return trip, who 
negotiates oa rate for the transportation, or the costs to cover the 
return trip? Does the motor company to whom you lease make the 
rate or do you make it 

Mr. Kine. Well, they make it. Our agent in the matter is merely 
our truck driver who calls up and asks what they will pay; but we 
do not necessarily take any low figure that they might offer because 
the truckdriver in our instance has an interest in that back haul com- 
pensation, and therefore, he will shop around. He will call, always, 
1 would say, two and sometimes maybe three or four, to see what the 
best load is that he can get. 

In our case it happens that the truckdriver gets 20 percent of the 
back haul money and for that he will call and make it competitive. 
He offers his truck competitively to those other fellows and therefore, 
I have the impression that the itinerant trucker gets about 85 percent 
of the rate. 

Mr. Rogers. In other words, you do not make a cut rate on that 
return trip ? 

Mr. Kine. No. 

Mr. Rogers. You leave it to them? 

Mr. Kine. No; I could not speak for anybody else except in our 
case. We get the best rate we can, and we know that that is not the 
full rate; but still we have never thought that the other party in the 
transaction ever took advantage of us. 

Mr. Rogers. But, the lessee generally gets the regular rate, re 
quired or prescribed rate by the Commission ; is that true? 

Mr. Kina. The other fellow, of course, has to get the prescribed 
rate. I mean, the owner of the merchandise, pays the regulated 
hauler the prescribed rate. There is no question about that. 

Mr. Rocers. In other words, it is not a cutrate business; that 
what I wanted to bring out. 
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Mr. Krne. He takes a percentage of that rate for his own expenses 
in the matter and then gives the itinerant truck the balance. 

Mr. Rocers. That is all. 

The CHARMAN. Are there any further questions, gentlemen ? 

Mr. Priest, Mr. Chairman. 

The CuatrMan. Mr. Priest. 

Mr. Priest, Just one question to be certain that I am clear on that 
point. 

The shipper pays the full rate, the published rate ¢ 

Mr. Kina. Yes. 

Mr. Priest. In this case? 

Mr. Kina. Yes, sir; under the regulations. 

Mr. Priest, And the truck operating company pays perhaps a 
lesser rate to the trucker who brings that load back; but the shipper 
or the merchandiser pays the full published rate; is that correct # 

Mr. Kine, I think under the rules, yes, he has to pay in accordance 
with the contract. His rate is filed with the Interstate Commerce 
Commission. 

Now, one of the objections to the single-trip leasing, of course, is 
that it may tend to break the rates for ‘the regular contract haulers, 
operating under the exceptions of the Commission. 

I am under the impression that that is not a very important factor 
in the case, although at times it may be, because the supply of these 
itinerant trucks is irregular and sometimes there are more of them 
in a spot, perhaps, than can trip lease. 

Mr. Priest. That is all, Mr. Chairman. 

Mr. Youncer. Mr. Chairman, I have just two questions. 

The CuatrMan. Mr. Younger. 

Mr. Younger. You say that this operation has proceeded over a 
long period of time and that until our distribution system is now 
dependent upon it; is that your statement, Mr. King? 

Mr. Kine. Yes; that is a very important point in this matter, 
because the whole produce industry has grown enormously in the 
last 25 years, just since the advent of motortrucks, with 50 miles per 
hour speed, let us say, and many of the outlying production sections 
of the United States have grown from nothing, with their whole 
distributing system based on the use of these trucks. 

Mr. Younger. And that has been approved by the Interstate Com- 
merce Commission all of this time? 

I mean, they have made no objection to it? 

Mr. Kine. ‘Well, it has been approved by simply being excluded 
from their regulations; that is, the items hauled. 

Mr. Younger. Yes. 

Mr. Kine. Farm produce has never come under the regulations. 

Mr. Youncer. Now, what, in your opinion, prompts the new rule; 
the change? 

Mr. Kine. Well, I expect that the Commission is sincere in believing 
that these itinerant trucks interfere with their proper regulation of 
the regulated carriers. 

Mr. Younger. This system has been going on for years and years. 
I mean, what prompts the Commission at this time rather than 2 years 
ago or 3 years or 4 years? 
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Mr. Kine. Just their natural inclination to make their regulations 
cover more and more, and maybe they would say make their regula 
tions more and more efficient. 

Mr. Youncer. I see. That is all. 

The Cuarrman. Any further questions? 

Mr. O'Hara. Mr. Chairman. 

The Cuarrman. Mr. O’Hara. 

Mr. O'Hara. Mr. King, there is one thing that I do think that 
you as a vegetable grower could give to the committee, and that is the 
prob lem which confronts not only you, but all other vegetable growers 
in moving their produce, and the problems which confront the vege 
table growers, and I do not think that you have painted the picture 
for us as to the urgency of moving these crops at the appropriate tim 
and I do think that that is something which the committee would like 
to know more about. 

Mr. Kine. Well, one familiar with the produce industry knows that 
in great measure it is the spot deals that have their seasonal rushes. 

Potatoes, for instance, start winter production in the extreme south 
of Florida and just as fast as northern sections come into production, 
all of the movement moves northward. 

Now, in every case, every stopping place along the line they have 
peak production for which the local producers could not think of 
owning enough trucks of their own to handle the job, and the urgency 
of movement should be recognized by everybody, being peris shable 
products, largely. 

One day of laying around the shipping point after harvest means 
ruination to the product. And, of course, one of the real problems 
in all of these sections is to get the trucks to move the volume. Ofte: 
produce will be lost because of insufficient trucks, or the harvest 
delayed. 

Certainly, promptness in the moving of farm products, especi: ey 
perishable produce, is very important and the only scheme that I cou! 
ever see of supplying transportation would be on an itinerant basis 
of operation. 

The same trucks haul Virginia potatoes that in the winter time have 
been hauling Florida citrus fruit. 

Mr. O'Hara. What about peas; let us take the crop of peas. Do 
you sell to the canneries, or do you sell only on the open market? 

Mr. Krnc. We do not contract with processors, but we sell whereve! 
we can get the most money and it so happens that at times a good part 
of our produce goes to freezers and processors. 

Mr. O'Hara. Well, take the pea crop for example. When do you 
have to move that? Is that over a long period of time, or a short 
period of time ? 

Mr. Kine. Well, one of the shortest periods of time for any crop. 
When peas are ready to harvest, they must be harvested quickly and 
moved to market. That business pretty generally does not involve 
the itinerant trucker, because peas are usually grown right close to 
the processing plants. So it is just strictly local truck movement 
that is involved. 

The Crareman. Are there any further questions, gentlemen ? 

Mr. King, we appreciate very much your presence this morning. 

Mr. Kine. Thank you. 
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The CHarmman. It is not often that we are able to have one of our 
own colleagues so well informed on the subject which he appe ars 
before us on. Certainly, the statement that you have brought us 
today from the result ‘of your actual experience will prove very 
e lpful to the committee in the consideration of this legislation. 

We thank you. 

Mr. Kine. Thank you. 

The CuarrMan. Are there any other Members of Congress present ? 

If not, the next witness will be Mr. Matt Triggs, representing the 
American Farm Bureau Federation. 


STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR 
OF THE AMERICAN FARM BUREAU FEDERATION, WASHINGTON, 
D. C. 


Mr. Triecs. Mr. Chairman. 

The Cuarrman. About how much time do you expect to take, Mr. 
Triggs ¢ 

Mr. Triaes. About 12 minutes, sir. 

The Caarrman. If you should go on and take 15 minutes, we shall 

not object. 

Mr. Tries. May I say this, the agricultural groups met together 
on a number of occasions to consider your request for keeping the 
testimony down to a minimum avoiding repetition and meeting your 
schedule of time. Some of the subsequent witnesses will plan to 
merely file their testimony; others will make very brief statements, 
perhaps relying on testimony that is already filed. 

However, of course, we cannot contrel the ameunt of time devoted 
to questioning, but we will do the best we can to keep the testimony 
down to a minimum. 

Shall I proceed with my statement? 

The Cuairman. You may proceed, 

Mr. Triges. My name is Matt Triggs, I am assistant legislative 
director of the American Farm Bureau Federation, an organization 
of 114 million farm families located in 47 States and Puerto Rico. 

The recent determination by the Supreme Court that the Interstate 
Commerce Commission has authority under the Interstate Commerce 
Act to regulate the leasing practices of certificated truck carriers 
clears the way for the Interstate Commerce Commission to place such 
regulations in effect. We have no objection to the major portion of 
the presently proposed regulations (originally issued May 8, 1951, 
in Ex parte MC-43). We are opposed to one provision of the pro- 
posed leasing regulations which would prohibit certificated truck 
carriers from le: asing the vehicles of exempt truck operators unless 
such leases are for at least 30 days. This provision would terminate 
the long-established practice of “trip leasing” with harmful con- 
sequences to efficient and economic marketing of farm commodities. 


EFFECTS UPON TRANSPORTATION OF FARM PRODUCTS 


[f such regulations are put in effect, truck haulers of farm com- 
modities, who now obtain return hauls by leasing their trucks to 
competition of carriers who have an opportunity to obtain two-way 
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empty. Obviously, they will have to charge more for hauling farm 
products, thus increasing the cost of marketing and the spread be- 
tween farm and consumer prices. 

The economic loss involved in such wasteful use of equipment, man- 
power, and gasoline will be reflected in higher prices to consumers 
or lower prices to farmers or both. 

In a great many instances, agricultural haulers, faced with the 
competition of carriers who have an opportunity to obtain two way 
revenue, will no longer be able to survive. To the extent that they 
are unable to survive, farmers will be denied a flexible and economic 
type of transportation peculiarly adapted to their needs. 


EXEMPT HAULERS PROVIDE FLEXIBLE AND ECONOMIC SERVICE 


Agricultural haulers are generally small operators. They live in 
small towns and farming communities. They will load on farms. 
They will adjust their loading schedule to the farmers’ time schedule. 
They will give special services on the farm, en route, or at the market. 
In a word, they give flexible, individualized service. We do not be- 
lieve that the large certificated operators will be able or willing to 
provide such individualized service. 

Agricultural haulers are free to reach any market. They can go 
to the market where the price is best. They facilitate more uniform 
distribution, avoidance of gluts in certain markets, and more efficient 
marketing. Certificated carriers are not free to do this. From many 
agricultural areas, it is impossible to reach certain markets by 
authorized common carriers. 


Agricultural haulers oo a transportation pool, which can be 


readily shifted to handle emergencies and to take care of seasonal 
marketing. Common carriers cannot do this. They cannot economi- 
cally own equipment which would be idle most of the time in order 
to be prepared to handle heavy seasonal movements. 

The effect of the proposed prohibition of “trip leasing” on the trans 
portation of farm commodities, therefore, would be, first, more costly 
transportation and, second, to the extent that agricultural haulers are 
unable to survive, less efficient marketing and lower prices for farm 
products, . 

THE COMMISSION'S CASE 


What then does the Interstate Commerce Commission rely upon to 
support its proposal? The Commission summarizes its position by 
stating the proposed regulations are “essential if we are to maintain 
effective control over operational safety, carrier responsibility, and 
the economics of the industry.” Let us examine each of these 
propositions. 

OPERATIONAL SAFETY 


In the voluminous report issued by the Commission in connection 
with MC-43 the conclusion is stated that trip leasing is “inimical” 
to proper administration of the Commission’s safety regulations. 
This conclusion is not based on any statistical survey or any data 
whatsoever demonstrating that the safety record of exempt haulers 
is any poorer than the safety record of authorized carriers. In fact, 
the Commission carefully avoids stating any such conclusion. 
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The Commission argues that exempt haulers are less careful in com- 
plying with some of the regulations of the Commission. But against 
this it may be argued that the most powerful incentive for safety is 
personal interest, and that a driver who owns his vehicle has a natural 
incentive to drive carefully and take care of his equipment which is 
lacking in the case of a hired driver. 

The Commission argues that, if leased trucks must be leased for at 
least 30 days, the authorized carrier will be better able to require the 
operator of the leased truck to comply with the Commission’s safety 
regulations. In rebuttal it should be pointed out (1) that an empty 
truck is the most dangerous vehicle on the road and (2) that if large 
numbers of trucks which now obtain return hauls must return empty 
there will be a larger number of trucks on the road, thus contributing 
to traffic congestion and the incidence of accidents. 

We submit that the weight of the argument is against the Commis- 
sion’s position ; that a prohibition of trip leasing means more accidents, 
not less. 

CARRIER RESPONSIBILITY 


So far as carrier responsibility in the transportation of farm com- 
modities is concerned, we are satisfied to leave this to the contractual 
relationship between the farmer-shipper and the agricultural hauler. 

So far as carrier responsibility with respect to the transportation of 
nonagricultural commodities is concerned, we believe that the pro- 

visions of the Commission’s order in MC—43, other than the 30-day 
lease provision, together with other regulations of the Commission, 
are adequate to fix carrier responsibility. 

We do not believe that the provision that leases must be for at least 
30 days will add significantly to the responsibility of the carrier, and 
that in fact, for reasons set forth in the following section may even 
operate to reduce carrier responsibility. 


ECONOMICS OF INDUSTRY 


The Commission’s argument in this connection is that the practice 
of trip-leasing gives rise to “satellite” practices that affect the stability 
of the industry such as the violation of published rates, the departure 
from authorized routes and the demoralization of the rate structure. 

So far as the first two abuses listed above are concerned, it should 
be pointed out that these practices are both violations of ICC regu- 
lations; that in both cases the common carrier violating the regu- 
lation is subject to ICC control; that the abuses are not exc lusively 
practiced by common carriers who lease exempt vehicles; that the 
violations are of such character as may be readily detected by adequate 
enforcement programs; that the remedies available to the Commission 
against common carriers who violate its regulations are drastic and 
effective if utilized, and finally that the regulations in MC-43, other 
than the 30-day provision we are objecting to, will aid in preventing 
abuses. 

Finally, we come to the Commission’s argument that those truck 
common earriers who lease equipment are able to maintain lower costs 
than those carriers who do not, and that this is demoralizing to the 
rate structure. When regulation of transportation is carried to the 
point that efficient use of equipment and manpower is prohibited for 
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fear of the effect upon rates, this is carrying regulation too far. If 
this is a legitimate purpose of regulation, on the same basis the Com- 
mission should prohibit trucks from using our more modern high- 
Ways or stop the trend toward diesel equipment, or do something to 
stop the trend toward private transportation. 

We submit that the prohibition of trip leasing will not operate to 
accomplish the Commission’s objective, but on the contrary will have 
the reverse effect. 

It is no secret that the Commission is not able to adequately enforce 
the law with respect to unauthorized carriers transporting nonagri 
cultural commodities. The real threat to rate structures, the abuse 
that will not be touched by the Commission’s proposal, is represented 
by the practice of unauthorized concerns making contracts directly 
with shippers and operating completely outside the Commission's 
orders with respect to rates and routes. 

If the ICC order in MC—43 is implemented, the operators of exempt 
trucks will be provided with the strongest possible incentive (because 
the regulation would bear so harshly upon them, in many cases threat 
ening their survival) to step over the line and engage in unauthorized 
transportation. The problem of enforcement would be very sub- 
stantially increased. The resulting confusion and chaos will be far 
more demoralizing to the rate structure than the practice of trip 
leasing. 

I am going to skip through the next two paragraphs. 

The Cuatrman. You are within your time limit. You do not have 
to skip them unless you wish to. 

Mr. Triecs. Well, there are other witnesses I think who will cover 
them. I would like to read the final paragraph under that. 

Even if it be considered that there is some merit to the Commis 
sion’s proposal relative to 30-day leases, and this we consider dubious, 
we submit that such assumed advantage is far outweighed by the 
adverse effects which such ruling would have upon the efficient and 
economic transportation and marketing of farm products. 

The next section reviews H. R. 3203, which the committee’s discus- 
sion has indicated they are already familiar with; so I will skip 
that and merely close by respectfully urging upon behalf of the 
American Farm Bureau Federation the ear ly action of the committee 
to approve H. R. 3203. 

Thank you. 

The Cuarrman. Mr. Triggs, on behalf of the committee, I want to 
thank you for your compliance with the desires of the committee 
with respect to conservation of time. You have said a whole lot in a 
very few minutes. 

Mr. Trieés. Thank you. 

Mr. Dorirver. Mr. Chairman. 

The Cuarrman. Mr. Dolliver. 

Mr. Doxutver. I too want to compliment Mr. Triggs on his fine, 
comprehensive, vet very brief statement. 

There are one or two things that I want to clear up 

One is that the present law does make a special exemption with 
respect to the control of trucking operations as it refers to the agri- 
cultural products from the farm to the market. 

Mr. Trices. That is right. 
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Mr. Douiiver. And that is in the fundamental law regulating the 
operation of trucks. 

Mr. Triees. Yes, sir. 

Mr. Do.utver. Now, if I understand your testimony correctly— 
ind it occurs I believe on page 4 of your statement—your principal 
objection to the proposed order, MC-48, is the 30-day limitation re- 
quiring that the trucks be leased for a period of 30 days and not less. 

Mr. Trices. That is correct ; that is the only objection. 

Mr. Doturver. That is your only objection ? 

Mr. Triges. Yes, sir. 

Mr. Dotttver. So that, if that part of the order were eliminated, 
you would have no objection to this proposed order; is that correct ? 

Mr. Trices. That is correct. 

Mr. Dotarver. And your reason for taking that position is the 
30-day requirement would utterly destroy or make it utterly impos- 
sible the economic and efficient use of these trucks on back hauls? 

Mr. Triecs. That is correct, sir. 

Mr. Dottiver. No, MC—43, as it effects rates, or as it effects any 
other details, vou make no reference to or objection to in your testi- 
mony ¢ 

Mr. Trices. That is correct. Now, the MC order does not deal with 
the rates except with the division of rates, and we are making no 
opposition to that point. 

Mr. Dotitver. As a matter of fact, generally speaking, there is no 
advantage, ratewise, on a back haul as opposed to the ordinary carrier, 
is there ¢ 

Mr. Trices. Well, there is none to the shipper, and for that reason— 
the present practice has a minimum effect upon demoralizing the rate 
structure as compared with some of the other practices—we are not 
here to defend. 

Mr. Dotuiver. And, of course, the truth is that to deny the carrier 
of agricultural products the right to have a back haul would very ad- 
versely affect the rate that the farmer would have to pay to get his 
stuff to market. 

Mr. Trices. Very much so, sir. 

Mr. Dotuver. I think that is all, Mr. Chairman. Thank you. 

Mr. O’Hara. Mr. Chairman. 

The Cuatrman. Mr. O’Hara. 

Mr. O'Hara. Mr. Triggs, has the American Farm Bureau Federa- 
tion taken action officially upon the position which you have expressed 
this morning? 

Mr. Trices. Yes, sir. It was obvious I think nearly a year ago that 
this issue was coming to this conclusion, assuming the Supreme Court 
upheld the Interstate Commerce Commission’s order. 

The matter has been discussed at a half dozen board meetings. The 
matter has been discussed at our annual meeting and is incorporated 
in a resolution of the American Farm Bureau Federation that I 
should have brought, which I forgot to do. 

The Carman. You may make it a part of your remarks. 

Mr. Triees. Thank you. That puts the organization clearly on 
record for the position that I am presenting to you today. 
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(The information referred to follows :) 


AMERICAN FARM BUREAU FEDERATION, 
Washington 1, D. C., April 29, 195 
Mr. ELTON LAYTON, 
Clerk, House Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D.C. 

DeaAR Mr. LAYTON: At the hearing on H. R. 3203 the question was asked 
whether the trip-leasing issue had been considered by the responsible po 
making officials of the American Farm Bureau Federation. I answered the ques 
tion to the effect that the matter had been considered on several occasions by the 
board of directors of the American Farm Bureau Federation and had been 
brought to the attention of the resolutions committee at our annual meeting and 
they had endorsed the policy that we are presenting on H. R. 3203. At this point 
Mr. Wolverton suggested that we submit the official policy of the American Farm 
Bureau Federation for the record. 

Pursuant to Mr. Wolverton’s suggestion, the 1953 policy of the American Farm 
Bureau Federation as approved by the official voting delegates of the respective 
State Farm Bureaus is as follows: 

“We are opposed to weakening the agricultural exemption provisions of the 
Motor Carrier Act. These provisions permit flexibility of movement and rates 
for agricultural commodities which are beneficial both to farmers and the « 
suming publik Common carriers cannot provide a comparable service in man 
circumstances 

“We will oppose efforts to eliminate ‘trip leasing’ of exempt trucks by regul: 
earriers. The effect of such elimination would be substantially to increase rat 
for hauling farm products, to put out of business many truckers who provide ar 
economic and essential service, and thus to increase distribution costs.” 

Very sincerely, 
Matr TriGGs, 
Assistant Legislative Directo 


Mr. O’Hara. Now, in taking that position, the Farm Bureau Fed- 
eration has taken into consideration the fact that that situation con- 


fronts the farmers in moving all types of farm products, not just 
vegetables, but corn, wheat, and various things which go to make up 
the production of the farms. Is that not true? 

Mr. Triaes. Yes, sir. 

Mr. O'Hara. Livestock as well ? 

Mr. Triaes. That is correct. 

Mr. O'Hara. And is it not true, Mr. Triggs, as a matter of por ical 


knowledge of anybody who knows the operation of farms, that they 
are confronted with moving seasonal crops by reason of the shortage 
of boxcar facilities, at times, and the shortage of regulated trucks at 
times, and that the great grain, corn, and other crops have to be moved 
to prevent spoilage. Is that not true? 

Mr. Trices. That is true. 

It is the seasonal movement of agricultural commodities more than 
any other factor that necessitates this transportation pool that is 
automatically provided by the existence of these exempt haulers. 

Mr. O'Hara. That has grown up in the last 25 or 30 years? 

Mr. Trices. With the development of the truck industry, and it has 
had a tremendous influence upon the character of agriculture itself. 
There is no question that, if the agricultural truck hauler had not 
existed, many areas which now produce certain agricultural commodi 
ties just simply could not produce them. 

Mr. O'Hara. It has facilitated transportation and movement t 
market ? 

Mr. Triaes. Yes, sir. 

Mr. O'Hara. Is that correct? 
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YQ 
, they would have had some facilities 
ould not have had a type of sufficiently flexible to move in all 
directions. 
Mr. O'Har\. That is all 


, but they 
, Mr 
Mr. Harris. Mr 


. Chairman. 
The CuarrmMan. Mr. Harris. 
Mr. Harris. Let me see, Mr. 


. Chairman. 


Triggs 


ggs, if I understand you correctly. 
You say that the only objection you have in connection with this 
itter is the proposal to place in effect the 30-day lease provision 

. Triocs. Yes, sir. 


Maybe I ought to expand that just a little 
"y his bill H. R. 3203 also provides that the Commission shall not 
regulate the number of dollars that is paid by the lesser 
Mr. Harris. That is what I wanted to bring out 
Mr. ' ‘or equi 


Criccs. For equipment which it leases, and this provision we 
think is necessary to prevent the Commission from accomplishing 
objective of terminating the practice of trip leasing by regulating 
ompensation. Furthermore, we submit that it just 1s not any very 
appropr iate part of the function of the Commission to regulate or to 
determine the price that certain carriers pay for their equipment 
ee of whether they are paying for leased equipment or for 
urchased equipment; but this point that I make here is not involved 
in Mc—43. 
Mr. Harris. Y 
paid? 


Mr. ‘Tr1aGGs. 


You mean the regulation of the number of dollars 
That is right. MC-43 does not regulate the numbe 
of dollars that is paid by the lessor to the lessee. 
Mr. Harris. Well, I was under the impression that it did. 
Mr. Trices. No; it only regulates the manner It 
says it shall not be on a percentage basis 

Mr. Harrts. Well, I was under the impression that it did: 
t! 1e 
for the lessee’s equipment. 

Mr 


id: that 
proposed rule specified in the lease the compensation to be paid 
. Trices. Well, that means, sir 


of the division. 


that the Commission is saying 
iat when a truck is leased the parties must agree on the amount of 
compensation. It must be a definite, fixed, sum, but they are not 
then fixing the amount of compensation 
Mr. Hires. You know whether or not the Commission proposes to 
regulate the number of dollars of compensation ? 
Mr. Triges. 


Iriegs. I have no idea that they would speak te or have any 
such contemplation in mind. We would want to be sure that they 
could not. 

Mr. Harris. 


Commission from regulating the compensation paid ? 
Criecs. That is right : 


it 


Then, in addition to the 30-day leasing provision, the 
F arm Bureau is highly favorable to the provision that would prevent 
ry” , S 
Mr. 


Now, the previous question I was asked 
ited only to our disagreement with the MC+4 
Mr, Harris. I see. And this matter of dollars of compensation 
is not covered by MC-43. 
Mr. Trices. No, sir 


So, both answers are correct 


Mr. Harris. You think this is necessary, because the Commission 
inay use this as a basis to effectuate their proposal for a certain num 


ber of days, that is, on the length of time of the lease? 
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Mr. Trices. Yes; by regulating the amount of compensation and 
regulating the rates and fixing them impracticably high or imprac- 
tic “ably low. 

Mr. Sprineer. Will the gentleman yield? 

Mr. Harers. Yes; I will yield. 

Mr. Sprrcer. For a question. 

Mr. Harris. Yes. 

Mr. Sprincer. I would like to read from section 207.4(5) of the 
ICC rule and I think this is the section that the gentleman from 
Arkansas (Mr. Harris) is referring to. 

Mr. Harris. I would like to have you read it. 

Mr. Sprincer. This is section 207.4 (5) of the order MC-—43. 

Shall specify the compensation to be paid by the lessee for the rental of the 
leased equipment; provided however, that such compensation shall not be com- 
puted on the basis of any division or percentage of any applicable rate or rates 
on any commodity or commodities transported in said vehicle or on a division 
or percentage of any revenue earned, by said vehicle during the period for 
which the lease is effective. 

Now, that is the section, is it not, which sets out how it shall be 
done? You say that that does not regulate it? 

Mr. Trices. That does not regulate the number of dollars. It 
only regulates the manner of dividing the revenue. It says you shall 
not divide 50-50, and we are not objecting to that, sir, as long as the 
Commission does not get to the point of saying the rate for this trip 
shall be “$242.” 

Mr. Sprincer. Then, the contract must specify the amount to be 
paid only and actually the Commission does not say what shall be 
specified in the contract. 

Mr. Triees. That is correct. 

Mr. Sprincer. I think that answers the question of the gentleman 
from Arkansas. 

Mr. Harris. Yes. As I understand the proposed rule issued b: 
the Commission it has as its objective, the 5 or 6 points. Is that not 
right? 

Mr. Triees. That is right. 

Mr. Harris. And you are proposing here to prevent the Commis 
sion from putting into effect only two of the various items? 

Mr. Trieas. Only 1; the 30-day rule, because MC-43 does not regu- 
late the number of dollars paid by the lessee to the lessor. 

Mr. Harris. And insofar as all of the other matters are concerned 
in the proposed rule, they would not be affected by this proposed leg- 
islation ; is that true? 

Mr. Trices. That is correct; that is right. 

Mr. Harris. Thank you, very much. 

Mr. Priest. Mr. Chairman. 

The Cuarrman. Mr. Priest. 

Mr. Priest. Just one question. 

I am considerably interested in this question of the operational 
safety and I notice ‘from your statement that you made reference to 
the fact that an empty truck is the most dangerous vehicle on the high- 
way and, of course, if this order should be put into effect, it would 
require more trucks on the highway. That is in substance what you 


said ? 
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Mr. Triges. Yes, sir. 

Mr. Priest. And, I wonder if the Safety Bureau or any agency has 
had any real figures developed or if there is any evidence to support 
that statement about an empty truck being the most dangerous vehicle 
on the highway. I am inclined to agree “with you from my Own ex- 
perience in driving on the highways, “but my own experience does not 
amount to a whole lot. 

Is there available a report on this subject ? 

Mr. Triecs. I do not believe there is, sir. We looked for such 
data and have not been able to find it. My statement is not supported 
by any statistical information in that connection, but as you say, only 
hy common observation as a driver myself. 

Mr. Priest. Thank you. That is all, Mr. Chairman. 

Mr. Rocrers. Mr. Chairman. 

The CratrMan. Mr. Rogers. 

Mr. Rocers. Mr. Triggs, T want to ask you, What would be the effect 
of entering into a 30-day lease to preve nt a truck, a hanler of farm 
commodities, from entering into a 30-day lease and continuing to 
make trips to these various points? In other words, suppose that 
truck hauler of farm commodities, we will say, went to Cleveland, as 
discussed by Congressman King; suppose that he hauls a load of farm 
commodities. If this order would go into effect and he entered into 
a lease for 30 days, that would not prevent him from continuing to 
haul farm commodities, would it; at the same time have the facilities 
of these trucks at the disposal of this lessee for a period of 30 ie 

Mr. Trices. Well, I think it would, sir, because if you read MC 
you will note one of the provisions of the proposed regulation is thei 
when you lease a truck, that the man who leases it has to assume full 
operating responsibility, full control, direct its movements, and shall 
be responsible for it. 

In other words, you are suggesting that the 30-day lease may be 
just an availability lease. I do not think that that would be permitted 
under MC-43 regulation. 

Mr. Rocers. You think that under MC-48 that if you leased this 
truck for 30 days. he could not continue in the hauling of farm com- 
modities ? 

Mr. Triaas. No, sir, because he would be under the control and have 
to do the work of the common carrier, the common carrier to whom 
he leased the truck. Now, the common carrier might do some agri 
cultural business: yes; but otherwise, no. 

Mr. Rocers. That is all, Mr. Chairman. 

The Cuatmrman. Are there any further questions, gentlemen? If 
not, we are very appreciative, Mr. Triggs, of your appearance here 
today and the information you have given us. 

Mr. Triecs. Thank you, very much, Mr. Chairman. 

(The following additional information was received from Mr. 
Triggs :) 

AMERICAN Farm Bureau Feperation, 
Washington 1, D. C., May 1, 19538. 
Congressman CHARLES A. WOLVERTON, 
Chairman, House Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN WOLVERTON : This letter is in response to your invitation 
at the close of the April 30 hearing on trip leasing for the submission of sugges- 
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tions by any party relative to any compromise between the interests of agricu 
ture and the need to avoid the most undesirable aspects of “gypsy” operation. 

In this connection may I respectfully point out that the provisions of MC-—43, 
other than the 30-day-lease provision, in themselves represent a compromis: 
and that the effectuation of these provisions will go a long way toward regulari 
zation and stabilization of the leasing practice. 

You are, of course, familiar with these provisions. It seems to me that the 
testimony before the committee may not have appropriately emphasized the fact 
that the MC-—48 regulations, other than the 30-day limitation on leases, will 
alleviate many of the conditions complained of by some of the witnesses. You 
will recall that these regulations require the lease to be in writing; for a specific 
period ; for a specific compensation; that receipts shall be exchanged with respect 
to the delivery and return of equipment; that leased trucks must be inspected; 
that an inspection report shall be prepared and filed; that the equipment must 
be appropriately identified as the equipment of the lessee while it is under his 
control; that the driver must furnish a certificate of physical examination 
showing that he meets certain standards; that the lessee must determine that 
the driver is familiar with certain ICC regulations; that manifests, bills of lading, 
an dother documents must accompany the vehicle at all times; and, finally, that 
the authorized carrier must assume complete control of and responsibility for 
the leased equipment. 

As compared with previous practice, this is a relatively high degree of regu- 
lation of the leasing arrangement, which we believe in large measure will 
eliminate some of the problems complained of to the committee by witnesses 
opposing H. R. 3208. It is in fact a compromise between the practice of the 
past and the practice of the future. We are not opposing these regulations, 

May I respectfully make one other comment. I am perplexed with respect 
to the failure of the Interstate Commerce Commission to appear at the hearing. 
They have had this issue under consideration for many years. They have been 
aware the committee was considering the matter. They had representatives in 
attendance at all committee sessions. Under these circumstances, it is unbe- 
lievable they should be unprepared to testify at the committee’s pleasure. I 
can hardly believe this represents a delaying tactic by the Commission, and hope 
that arrangements for their testimony may be completed at an early date so 
that the action of the committee may not be unduly delayed. 

I have been impressed by the searching questioning of the members of the 
committee. It is clear they have a broad understanding of the issues involved. 
This is most encouraging in view of the importance of the issue to efficient 
marketing of farm commodities. 

I am taking the liberty of sending copies of this letter to other members of 
the committee. 

With kindest regards, I remain, 

Very sincerely, 
MATT TRIGGS, 
Assistant Legislative Directo: 


The Cratrrman. The next witness will be Lloyd C. Halverson of 
the National Grange. 


STATEMENT OF LLOYD C. HALVORSON, ECONOMIST, THE NATIONAL 
GRANGE, WASHINGTON, D. C. 


Mr. Hanvorson. Mr. Chairman and gentlemen of the committee, 
I will try to summarize my statement so as to save time. 

The Grange members across the country— 

The Cuatrman. Do not summarize it to the detriment of a full 
statement of your position. 

Mr. Hatvorson. Well, I think that the other members who will 
appear will cover most of the points adequately and I think I can 
summarize my statement. 

The Cuarrman. Very well. 

Mr. Haxrvorson. The Grange members across the country are very 
grateful to you for taking up H. R. 5203 singularly at this time. I do 
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not believe that often our members are as unanimous in the support 
of a bill as they are in the support of this particular bill. 

Now, the Grange has had a very long history in transportation regu- 
lation and their idea of transportation regulation by the Government 
is that the regulation is supposed to be for the benefit of the public and 
for the shippers. 

Now, they are at a complete loss, our members are, as to why the 
Commission should issue a rule which will inerease the cost of trans- 
portation and tend to keep rates up rather than keep them down, 
and bring about all kinds of other nonsensical things like increasing 
the number of trucks on the highways—and there are too many of 
hem today for our roads. 

When the Motor Carrier Act came up in 1935, the Grange opposed 
the act, because it said that we do not need a Government agency to 
protect the public: competition will protect the public; competition 
vill bring about efficiency and adequacy and flexibility of the trans- 
portation system for farm people at least and as far as we could ob- 
serve, there was no demand from a lot of other shippers of the count ry 
for the Government to come in and regulate the truck transportation 
ndustry. 

When it became apparent that Congress was going to pass the 
Motor Carrier Act of 1935, the Grange people and other farm leaders 
came in and asked that the farm trucks, including those for hire, be 
exempt from the Motor Carrier Act in order that we would not be 
hamstrung as far as trucking services of this country are concerned, 
is it affeeted the farm people, because of the extreme importance of 
flexibility and trucking services for the farm people and the neces- 

ty for keeping rates down to a competitive level. 

So, therefore, the Congress did give the agricultural truckers exemp- 
tion. 

Now, this ban on trip leasing is to us just an indirect device of the 
Commission for destroying the agricultural exemption, because if a 
truck cannot trip lease and get a return load, that exemption is value- 
less, and’ Congress specifically provided that exemption for agricul- 
ture, recognizing the importance of it, and just las t year, Congress 
passed the agricultural exemption provision, exter ding the exemp- 
tion to horticultural products. This exempted them from the Inter- 
state Commerce Commission’s rate, route, and territorial regulations. 

The Cuamman. That legislation came out of this committee ? 

Mr. Hatvorson. Yes, and we are very grate ful for the work of this 
‘committee and the whole Congress, and it was passed practically 
unanimously, or with an overwhelming vote in both houses. 

So, we just cannot see why an administrative agency, because of 
the fact that it finds something implied in its authority, should be 
able to abolish explicit provisions of the Congress, 

Now, I have been looking over some of the arguments against trip 
leas ing and I do not find that the »v hold water. 

Now, this idea that you have to prohibit the trip leasing in order 
to prov ‘ide for greater safety does not make sense, in view of the fact 
that agric ultural truckers have to get back home, and my observation 
also is that the empty truck is more dangerous—and I also want to 
point out that if the agricultural trucker cannot get a return load, 
he is more apt to try to drive home sooner; is less apt to have money 
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enough to keep his truck in repair. He might sleep overnight, if h« 
can get a return load. 

And even the Supreme Court’s decision, to my amazement, had this 
footnote : 

The conclusion that highway safety may be impaired rests admittedly on 
informed speculation rather than statistical certainty. A road check examina 
tion conducted by the Bureau did not indicate any significant different in the 
number of safety violations between leased and owned vehicles. 

Furthermore, as to safety, that is a prime function of the States 
and of the local governments of this country, and I have been told 
that the Safety Division of the Interstate Commerce Commission is 
smaller than that of any of the 48 States. No wonder that they can- 
not enforce it. 

But. it seems to me that what they y are trving to do is to abolish 
the agricultural truckers, so that there would be no safety problem 
involved in connection with them. 

Of course, as I said, Congress did not intend that there should be 
that method of providing safety. 

So far as violations of the Interstate Commerce Commission’s rules 
are concerned, their rules and regulations, it seems to me that thi 
Commission should meet that problem headon rather than try to 
straight-jacket the Denney It would be just like the OPA deciding 
that it would be easier to police the chain stores, therefore, if we 
have another war and a ice control come on, we are going to abolish 
all small stores. and just have the chain stores to police, because it 
is easier to police them. That does not appeal to us at all; thet type 
of argument. 

So far as breaking down the rate structure is concerned, I just 
want to say this, that the Grange’s idea of transportation regulation 
never was that it was the job of the Interstate Commerce Commission 
to keep rates up. Our idea was that it was to prevent them from 
going too high, and one of the greatest protections that the farm 
people have against excessive transportation rates, including that of 
the railroads, is the exempt trucker who operates on a competitive 
basis; and sometimes farmers themselves go into the trucking busi 
ness. as they can make more money that way than they can by farm- 
ing. Many of them have done so, and I would say that a large portion 
of the exempt truck operators of this country are farmers who have 
decided that they could make more by trucking at those reasonable 
rates than they can by farming. 

I understand that the teamster’s union is going to appear against 
our bill. I would like to bring out some facts concerning that in my 
testimony. 

In the Teamsters magazine for February 1953, the Teamsters 
president under the heading “A Great Victory” wrote “The case might 
never have come to trial but for the persistent probing the Teamsters 
carried on. For many years now our union has been active in fighting 
the gvpsy menace.” In this same article he said: “Behind the legal 
facade, however, was the contest really between the Teamsters’ Union 
and those who would profit by low-wage standards in trucking.” 

Now, it simply seems to me that the Teamsters’ interest in this is 
to try to get a new device to raise the minimum wage; and what are 
their wages at the present time compared to that of farmers? 
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Let us compare truck drivers’ wages with farmers’ income. The 
annual income per farm operator family was $2,661 in 1952. The 
average wage per employee, including helpers, in trucking was $4,043. 
Many will say that some farm operators work in city jobs and that 
is true. Let us put earnings on a per hour basis. For some strange 
reason unknown to me, the BLS fal ok data on hourly wage rates for 
wractically every industry except trucking. At least I could not get 
jourly earnings for faunal drivers from the BLS. The best I could 
get was a Department of Commerce figure of $4,043 as average annual 
employee earnings in trucking, including helpers. If they maintain 
a safe 40-hour week for 50 weeks, this amounts to over $2 an hour. 

In 1952 farm operators and their families put in 13.9 billion hours 
in farm work ae received a total income after production expenses 
of $14.3 billion or $1.03 an hour for labor and investment. That is 
$1.03 as compared with $2. The $14.3 billion includes about 4 billion 
added for produce consumed on the farm and rental value of dwellings. 

If the Teamsters’ Union is concerned about low wage standards, 
let them first be concerned about the farmers who sometimes pay their 
wages. A bann of trip leasing will tend to abolish the exempt agri- 
cultural truckers, contemptuously referred to as gypsies by the Team- 
sters, or force them to return empty and thus raise the rates they must 
charge farmers. 

I think the Congress should probably look upon the bann on trip 
leasing as a new approach to raising minimum wages to higher and 
higher levels. 

The railroads also I presume will oppose our bill and they are also, 
it seems to me, trying to use the bann on trip leasing as a way of regu- 
lating one form of transportation for the benefit of another. If the 
railroads cannot compete, I think the answer would be to deregulate 
them too and let them get back on a more competitive basis, the 
philosophy that built this country. 

Thank you gentlemen. 

The CuHatrMan. We seem to be improving as we go along. 

Mr. Hatvorson. I think that I have cut down the time at least. 

The CuarrmMan. You certainly have, and I hope that your influence 
is such that the others will do likewise. 

Are there any questions, gentlemen ? 

I observe that also the members of the committee have lessened the 
questioning considerably. 

Mr. Priest. Mr. Chairman. 

The Cuatrman. Mr. Priest. 

Mr. Priest. Mr. Halvorson, I have one question that I think at this 
point I would like to get clear for my own information and for the 
record, with reference to the possible effect of the order MC-43 on the 
farmer who owns his own trucks, and transports his own produce to 
market, across State lines. 

Let us just:assume a situation such as this: Suppose that you own a 
small truck farm and you load your own truck that you operate on 
your own farm and take the load of produce across the State lines to 
some other cities, and dispose of that produce. Suppose a farm neigh- 
bor of yours wants to load your truck with some feed to bring back to 
hisfarm. That is the situation that has been presented to me in some 
communications I have had, and I want to know if you have analyzed 
the possible effect of the ICC order on that sort of operation ? 
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Mr. Hatvorson. Well, as I understand it—there will be other wit- 
nesses more competent to answer transportation matters than I—as [ 
understand it, even at present if that is to be hauled for hire, it has 
to be under the authority of some common carrier. 

At the present, as a farmer, I could trip-lease my truck to that 
common carrier and haul the feed back for my neighbor, but under 
MC-43, as I understand it, that is prohibited. 

Mr. Priest. And you could only lease for a 30-day period ¢ 

Mr. Hatvorson. Yes. 

Mr. Priest. That is my understanding, but I wanted to be sure. 
Perhaps it may be further clarified as you say, later on, as to the tech- 
nical aspects; but as you understand it, under this order, if you as a 
farmer, owne r, and operator of your own truck on your own farm 
made such a trip and you wanted to bring a load of feed back for your 
neighbor, you would have to trip-lease in order to do that. 

Mr. HALvorson. Yes. 

Mr. Priest. That is all, Mr. Chairman. 

Mr. O'Hara. Mr. Chairman. 

The Cuarrman. Mr. O'Hara. 

Mr. O’Hara. Mr. Halvorson, with reference to this safety feature 
which was one of the arguments before the Commission, is it not true 
as a matter of fact that any vehicle, whether it be a truck or a private 
car that is operating upon the State highway, is subject to the inspec- 
tion of its equipment or its manner of operation by the State authori 
ties regardless of whether it is under the Interstate Commerce Com 
mission’s regulations or not? 

Mr. Hatvorson. Yes; certainly. 

Mr. O’Hara. And from my own observation—I have seen a great 
many State inspection stations devoted largely to the inspection of 
truce ks—and I wonder to what extent the Interstate Commerce Com 
mission actually does investigate or inspect the vehicles of carriers 
regulated by them ? 

Mr. Haxvorson. Well, I cannot answer that exactly. 

The only impression I have on that is that they try to enforce thei: 
safety regulations more or less through consent ; through the tr ling 
companies themselves. 

I do not think that they have very many inspectors. They cannot 
even begin to touch the number of trucks in this country so far as i: 
spection is concerned. 

Mr. O’Hara. My understanding is that the Appropriations Com 
mittee has continually cut down their funds or denied their requests 
for funds—that is, to the Interstate Commerce Commission—for the 
inspection of trucks; in other words, have not made appropriations to 
hire inspectors. 

My colleague calls my attention to the fact that they have denied 
any appropriation in the present bill, which will be before us today. 
T did not know that they had, Mr. Chairman. 

Mr. Hatyorson. It appears to me logically under our form of gov- 
ernment that policing and safety is a State function, and I believe 
that Congress is going in that direction also. 

Mr. O'Hara. I notice that it states here in the summary of the 
statement of the position of the Appropriations Subcommittee that 
the committee states until the Commission is reorganized and becomes 
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eflicient there is no value of providing additional funds for the agency. 
That is something in the nature of a criticism of the inspeetion work 
of the ICC, is it not ? 

Mr. O'Hara. I am speaking now of the action of the Appropria- 
tions Committee. I am serious about this, because it has been my 
observation that the regulations and inspection of vehicles is handled 
much better by the States than by Federal regulation. 

Mr. Hatvorson. That is correct. 

Mr. O'Hara. And I think it should be done that way. 

Mr. Hatvorson. Yes. . 

Mr. O’Hara. Is that the position that you have stated here; is that 
the position that is taken by the National Grange? 

Mr. Hatvorson. Yes. 

Mr. O'Hara. By an appropriate resolution ; 

Mr. Hatvorson. Yes, and for 2 years, and the executive com 

ittee was here last week, and this testimony was discussed with them, 


und they endorsed it. 

Mr. O'Hara. That is all, Mr. Chairman. 

The CHarrman. It would be appropriate, if you wish to do so, 
to make a part of your statement, whatever action was taken by the 


Grange. 

Mr, Hatvorson. Thank you. 

The Carman. And I also want you to know that you will not be 
penalized by your efforts to conserve the time of the committee and 
vou will therefore be permitted to put your entire statement in the 
re cord. 

Mr. Hatz. The Chairman. 

The CuarrmMan. Mr. Hale. 

Mr. Hatz. What do you mean by this last statement in your state- 
ment, “If they” (referring to the railroads) “cannot compete, maybe 
they should start reducing their valuation base for reasons of 
obsolence” ¢ 

Mr. Hatvorson. Well, in other words, it appears to us the railroad 
rates are to a large extent based on a valuation base. Now, the rail- 
roads are complaining about the loss of business through this trip leas- 
ng. Of course, it makes a difference in their earnings and, inasmuch 
as they consider they need to earn what they consider fair return, 
we do not believe that they ought to oppose trip leasing in order to 
make it easier for the railroads to maintain what they consider proper 
earnings. That basically is the answer. 

Mr. Hare. You are saying that the railroads should not be allowed 
to earn a fair return on their investment? 

Mr. Hatyorson. What we are saying: we do not believe regula- 
tion should be used to prevent competition from lowering rates, even 
f the railroads cannot earn there what they consider their fair rate 
of return. 

In other words, we do not believe in using regulation to enable any 
form of transportation to maintain what ear might consider a fair 
rate of return, if they cannot. 

We are interested in a sound and efficient transportation system, 
and we believe that the railroads should be given every oportunity 
to compete on an equal basis and try to earn their fair rate of return. 
We do not believe—— Y 
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Mr Hatz. We are not going to have railroads unless the railroads 
can earn a fair rate of return. 

Mr. Hatvorson. Well, however, the railroads could continue to 
operate and would continue to operate as long as they can more than 
pay their out-of-pocket expenses and maintain their equipment. 

Now, you wut still have railroads even if you had to reduce 
the valuation of the rights-of-way, say, from $100,000 a mile to $50,000. 

Mr. Hatz. You will not have investors who are willing to put money 
in them unless they can get a fair rate of return. 

Mr. Hatvorson. No, but they can get the money that they need to 
maintain their rolling stock and rolling stock primarily and meet thei: 
out-of-pocket expenses. 

Mr. Hare. Mr. O'Hara appears to be against the Interstate Com- 
merce Commission and you are against the railroads. 

Mr. Harvorson. Well, I do not think that that is entirely new 
among farm people. I do not think it is correct to say that we are 
“against the railroads.” We are for the railroads having an oppor- 
tunity to earn what they can in fair competition; but we do not 
believe the Government should interfere with competition in any 
form of transportation, but permit them in competition to earn what 
they can. 

Mr. Hare. That is all, Mr. Chairman. 

The Cuamman. And, in other words, you believe in the farmer’s 
opportunity to get a fair rate of return as well as the railroads. 

Mr. Harvorson. I certainly do. 

Mr. Hesevron. Mr. Chairman. 

The Cuarmman. Mr. Heselton. 

Mr. Hesevron. Mr. Halvorson, I understand that the position of 
the Grange is similar to that of the Farm Bureau Federation in that 
the only portion of the proposed regulation to which it objects is 
the 30-day provision. 

Mr. Hatvorson. Yes; that is our position. 

We believe that this bill will solve our problem. 

Mr. Hesevron. That is all, Mr. Chairman. 

The Cuarrman. Any further questions, gentlemen ? 

Mr. Sprincer. May I ask one question, Mr. Chairman? 

The Cramman. Mr. Springer. 

Mr. Srrinerr. Mr. Halvorson, there seems to be one thing in con 
nection with the testimony of these three witnesses that I want to 
get on the record. 

There is not any doubt, is there, that the man who operates in inter- 
state commerce, we will say the gypsy or itinerant trucker, or whatever 
you want to call him, is actually subject to the same safety regulations 
as any other carrier in interstate commerce. Is that not true? 

Mr. Harvorson. That is right. 

Mr. Sprincer. And he is subject to inspection and tests for safety 
required by the Interstate Commerce Commission just the same as 
the large trucking firm with a thousand trucks? 

Mr. Harvorson. Yes. 

Mr. Sprincer. So that the question of safety is still one which en- 
tirely rests with the Interstate Commerce Commission. 

Mr. Hatvorson. Yes, sir. 
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Mr. Sprincer. And, if there is any lack of safety in connection 
with these people traveling on the highways, then it is the duty of the 
Interstate Commerce Commission to see that they are made safe? 

Mr. Hatvorson. Yes. 

Mr. Sprrncer. They have that power? 

Mr. Hatvorson. That is well stated. 

Mr. Sprincer. That isall. Thank you. 

‘The CHarrMAN. May I ask a question or two? 

Mr. Hatvorson. Yes, sir. 

The CuarrMan. How long has the trip leasing been utilized? 

Mr. Haxvorson. I think that that question can be better answered 
by following witnesses who come from out in the country and are, 
some of them, traffiemen. I would defer that, if you do not mind, 
to them. 

Now, my experience as a farm boy is that it is used extensively by 
the truckers in the small towns and provides also very good trucking 
service for the local merchants, because there are enough agriculture 
truckers going to the big cities practically every day who are able to 
bring something back. 

The Cuatrman. As I take it, there is no doubt but that it has been 
in effect for a considerable number of years. Is that right? 

Mr. Harvorson. Oh, yes; it has been for a long time. 

The CiAmman. And, during the time that it has been in effect, the 
railroads have made money, have they not? 

Mr. Hatvorson. Yes; they have, but they are not satisfied with 
what they have been earning. 

The CuatrMan. I though that maybe that would assure Mr. Hale 
that it would not necessarily be detrimental to the railroads. 


(Mr. Halvorson’s prepared statement follows :) 


TESTIMONY OF LiLoyp C. HALVORSON, ECONOMIST, THE NATIONAL GRANGE 


Mr. Chairman and members of the committee, Grange members across the land 
are grateful to you for taking up H. R. 3203 singularly at this time. Trip leas 
ing is a vital matter to rural America, and an issue of great interest to our Grange 
members. We strongly support H. R. 3203. 

The National Grange has a long history in transportation legislation. After 
it was organized in 1867, the enactment of laws to prevent monopolistic abuses 
by the railroads became one of its major legislative objectives. 

Grange transportation policies are, and always have been, drafted by State 
Grange masters and their wives appointed to the National Grange transportation 
committee. Before the recommendations of this committee can become Grange 
policy they must be acted upon by the entire delegate body. 

The National Grange has consistently held to the theory that the major purpose 
of transportation regulation should be to protect the public, and the shippers in 
particular. We believe in a maximum of competition and a minimum of public 
regulation. We do not believe in regulating one transportation agency for the 
benefit of another that can’t withstand sound competition. 

We cannot subscribe to the theory that the ICC should promulgate rules de 
signed to curb competition, increase costs of transportation, increase our traffic 
problem, restrict economic freedom, or create a cost-plus heaven for a labor 
monopoly. 

I need to go back to 1935 to give you the Grange perspective on this matter 
of trip leasing. In 1935 a bill to give the ICC authority to regulate the truck- 
ing industry was seriously under consideration. The Grange opposed this bill 
and pointed out that there was no need for the bill as far as agriculture was 
concerned and noted that there was no popular support for the bill. What sup 
port there was appeared to us to come from those who wanted to get exclusive 
franchises or otherwise restrict competition. 

We believe then and believe now that competition could keep trucking rates 
down to fair levels, and that we should allow competition to determine who could 
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serve farmers best with trucking service. We believed it was more in line with 
our ideals on economic freedom and free enterprise to allow people to enter the 
trucking business if they thought they could make money in the business. We 
believed that farmers would have more adequate and flexible trucking service 
such as is peculiarly required by the erratic, seasonal, and perishable nature of 
farm products, without ICC regulation. 

When it became apparent that the proposed Motor Carrier Act of 1935 would 
pass, the farm leaders asked that agricultural trucks, including for-hire trucks 
hauling farm commodities, be exemrpted from the Motor Carrier Act. This the 
Congress did, recognizing the peculiar needs of agriculture and the superiority of 
competition as a regulatory and protective force in the agricultural trucking 
business. 

Unfortunately, the Motor Carrier Act of 1935, while it did exempt agricultura| 
commodity haulers, did have adverse effects upon agricultural truckers. Before 
1935 an agricultural trucker, after hauling a load of farm commodities to market 
could look around for a return load of any kind of a commodity and keep all the 
trucking fee for himself. Usually the return load consisted of some sort of 
merchandise or manufactured item. 

After the Motor Carrier Act of 1935 went into effect, exempt agricultural 
truckers found they had to have a “certificate” in order to carry a return load 
of manufactured goods. They found that certificates were about impossible 
to get. Thus to get a return load of manufactured goods agricultural truckers 
had to trip lease themselves and their equipment to a trucking company to 
whom the ICC had granted a certificate. Of course, the certificated carrier 
wouldn’t let his certificate be sworn out for nothing, so the agricultural trucke: 
got only a part of the actual established haulage charge. The certificated carrie: 
probably never even sees the commodity in many cases. 

As long as Government is to decide who is entitled to haul manufactured goo 
then the trip-lease device is essential to obtaining return loads and conse 
quently efficient, flexible, and adequate trucking of farm products. 

We of the National Grange would prefer to see the Motor Carrier Act of 1935 
aubolished so competition instead of the ICC would regulate the industry and 
protect the public. Competition would keep rates down, improve service, and 
spur progress. The inefficient truckers who now hold a franchise would go 
out of business, and the public would greatly benefit as agriculture has in part 
benefited from the exemption of agricultural truckers from ICC regulations 
If the Motor Carrier Act of 1935 were abolished, we would not need to come 
here today and ask that the Congress pass H. R. 3208 to insure the continuance 
of trip leasing. 

it is bad enough for agricultural truckers to be forced to trip lease then 
selves in order to get a return loan, but for us to have to fight to preserve even 
trip leasing seems to us to be a very sorry situation. This is especially true 
in view of the fact that Congress provided the agricultural exemption in the 
Motor Carrier Act of 1935, and now the ICC is ready to largely destroy its 
value by exercise of implicit authority to ban trip leasing. We do not believe 
the intent of Congress in 1935 was to give implicit authority to the ICC to 
largely destroy something it explicitly provided. Even if the implicit authority 
were given we do not believe that the Congress would agree with the ICC that 
conditions warrant the prohibition of trip leasing. 

One argument used against trip leasing is that trip leasing makes it difficult 
to prevent violations of the ICC’s rate, route, and territory regulations (which 
often don’t make sense in the first place—see appendix A). We are not in 
a position to disprove this argument, but we are willing to grant it. However, 
it is not in line with our philosophy that American people be straitjacketed 
to fit the convenience of a regulatory agency. If we should ever have anothe: 
OPS I presume it would be easier to police price ceilings if all groceries wer 
sold by the supermarket chains, 

It is argued that the ban on trip leasing is necessary to enforce safety regula 
t'ons. We believe that safety is primarily a State and local matter. The ICC's 
Safety Division, I am told, is smaller than the safety division of any of the 48 
States. Again we do not believe in straitjacketing the American people for 
the convenience of an administrative agency. It would be easier to police 
safety, I presume, if farmers were completely prohibited from operating any 
kind of a truck. 

The majority opinion in the Supreme Court decision says: “It was also a! 
leged, and shown by evidence of some incidents, that the Commission’s safety 
requirements were not observed by exempt lessors.” 
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Che Commission has responsibility for the exempt truckers in regard to drivers’ 
qualification, hours of service, and safety. We believe the Commission should 
carry out this statutory responsibility whether the exempt trucker trip leases 
himself or not. I cannot see how prohibition of trip leasing would improve the 
safety of exempt truckers unless an empty truck is safer than a loaded one. 

There is no reference to evidence in the Supreme Court decision showing that 
loaded exempt trucks are more dangerous than empty ones. Of course, if the 
ban on trip leasing should abolish the exempt truckers there would be no safety 
problem in their case, but I believe the Congress recognizes the vital importance 
of preserving the service provided by the exempt agricultural truckers to the 
American farmers. 

Further in the decision the Supreme Court says: “And the owner-operator 
himself is called upon to push himself and his truck because of the economic 
impact of time spent off the road and investment in repairs on his slim profit 
margin.” This is well said but to me it proves something quite different from 
what it proves to the Court. If an exempt trucker has to go back empty, the 
impact is even worse, and he will have to “push” himself even more. If he can 
get a return load the next day he can afford to sleep and have his truck repaired. 

Actually a footnote by the Supreme Court decision largely abolishes the safety 
argument. The footnote reads: “The conclusion that highway safety may be 
mpaired rests admittedly on informed speculation rather than statistical cer- 
tainty. <A road check examination conducted by the Bureau did not indicate any 
significant difference in the number of safety violations between leased and owned 
vehicles.” 

If common truck carriers could not lease agricultural truckers, they would 
have to buy trucks of their own to do the hauling and the agricultural truckers 
would have to follow empty. This makes two trucks where one did the work 
before. Undoubtedly this would increase road hazard and the safety problem. 
Our highways are congested enough now. 

The slim profit margin shows that a ban on trip leasing might abolish the 
exempt agricultural trucker in contradiction to an explicit recognition by Con- 
gress in the Motor Carrier Act of 1935 of the vital importance of the exemption 
to agriculture. 

Having been reared in a rural community, I would judge that a small com- 
munity gets better trucking service if exempt agricultural truckers are allowed 
to haul manufactured products from the big citiés on their return trip. 

We cannot get concerned with the allegation that exempt truckers are breaking 
down the rate structure. We have never granted that the job of the ICC is to 
keep transportation rates up. Even if the ICC wants to keep transportation rates 
up they can do so. The common carrier has to charge the shipper the same 
whether the goods are hauled on his own truck or on a trip-leased truck. 

We presume that the teamsters union will appear in opposition to H. R. 3208. 
If they argue as they have in the past, I believe they will help us prove our 
point. We do not believe the Congress intends the Motor Carrier Act of 1935 
as a device to give a labor union an exclusive domain in the trucking field, nor 
as a device to be used to boost wages above what an ordinary man is glad to 
work for. If Congress intended to set a minimum wage in trucking, I believe 
it would have done so directly. 

In the Teamsters magazine for February 1953, the teamsters president under 
the heading “A Great Victory” wrote “The case [trip leasing] might never have 
come to trial but for the persistent probing the teamsters carried on. For many 
years now our union has been active in fighting the gypsy menace.” In this 
same article he said: “Behind the legal facade, however, was the contest really 
between the teamsters’ union and those who would profit by low-wage standards 
in trucking.” 

Who are the gypsies? If they are the exempt agricultural truckers who want 
to trip lease for a return load, they are small independent truck operators who, 
to my knowledge, generally drive their own truck. Frequently they are people 
who have quit farming to make a better living by going into the trucking busi- 
ness. They help themselves and they help the farmers by keeping trucking rates 
on farm produce down to a fair competitive level. 

Let us compare truckdrivers’ wages with farmers’ income. The annual income 
per farm-operator family was $2,661 in 1952. The average wage per employee 
in trucking was $4,048, including helpers. Many will say that some farm oper- 
ators work in city jobs and that is true. Let us put earnings on a per hour basis. 
For some strange reason unknown to me, the BLS collects data on hourly wage 
rates for practically every industry except trucking. At least I couldn't get 
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hourly earnings for truckdrivers from the BLS. The best I could get was a 
Department of Commerce figure of $4,043 as average annual employee earnings 
in trucking, including helpers. If they maintain a safe 40-hour week for 50 
weeks this amounts to over $2 an hour. In 1952 farm operators and their 
families put in 13.9 billion hours in farm work and received a total income after 
production expenses of $14.3 billion or $1.03 an hour for labor and investment. 
The $14.3 billion includes about $4 billion added for produce consumed on the 
farm and rental value of dwellings. 

If the teamsters union is concerned about low wage standards, let them first 
be concerned about the farmers who sometimes pay their wages. A ban of trip 
leasing will tend to abolish the exempt agricultural truckers, contemptuously 
referred to as gypsies by the teamsters, or force them to return empty and thus 
raise the rates they must charge farmers. Farm prices are presently falling 
while costs are rigid. The outlook for farm income is bleak. 

I think the Congress should properly look upon the ban on trip leasing as a 
new approach to raising minimum wages to higher and higher levels. 

Judging by the past, the railroads will also oppose H. R. 3203. What they will 
say is likely to strengthen our case. We do not believe in regulating one form 
of transportation for the benefit of another. Exempt truckers give railroads 
real competition on agricultural commodities. If agricultural truckers cannot 
get return loads, some will be forced out of business and some will be forced to 
raise hauling charges. Many farmers feel that the main protection they have 
against the railroads is the exempt agricultural trucker who keeps rates down 
to competitive levels, but this protection would largely be destroyed by the ban 
on trip leasing. The railroads should be given equal opportunity to compet: 
with trucks but they should not ask that handicaps be placed on their competitors. 
If they cannot compete, maybe they should start reducing their valuation base 
for reasons of obsolescence. 


APPENDIX 


Excerpt From STATEMENT OF FRED BRENCKMAN IN THE HARWOOoD SPINACH CASE, 
Docket No. MC—107669 anp No, Mc—C—968 (NOVEMBER 9, 1048) 


In opposing the passage of the Motor Carrier Act, the Grange not only believed 
that the enactment of the measure would lead to an expensive and unnecessary 
duplication of governmental agencies, but we feared that irksome and sometimes 
arbitrary restrictions and regulations might be imposed on motor transportatior 
That misgivings in this connection were well founded is now a matter of common 
knowledge. In its report on Federal Regulatory Restrictions Upon Motor and 
Water Carriers, the Board of Investigation and Research, appointed pursuant 
to the provisions of the Transportation Act of 1940, said in 1944: 

“Some of the principal cases of restricted operating authority are as follows: 
(1) A great many common and contract carriers and some small water carriers 
have authority to haul only a limited number of commodities or classes of com- 
modities, and not a few only one commodity or class of commodities; (2) some 
carriers, particularly in the motor field, are authorized to haul a wide variety or 
class of commodities in one direction but only a limited number or class of 
commodities in the reverse direction: (3) numerous carriers are permitted t 
haul only the same list of specified commodities or classes of commodities in 
hoth directions, a situation in which cross hauling would frequently be a pre- 
requisite to loads on the return haul; (4) a number of carriers have authority to 
haul a wide or limited class of commodities on the outbound hauls from their 
home base but no authority whatever to transport commodities for compensation 
on return trips or only authority to return with rejected or damaged goods; 
(5) some regular route motor carriers must traverse an area such as a State 
or several States, which they cannot serve in transporting goods from authorized 
origin areas to authorized destination areas not physically contiguous; and (6) 
a considerable number of regular route motor carriers have no authority to 
serve intermediate points or those near their specified routes, and others have 
authority to serve only certain intermediate and nearby points. Sometimes 
the authorization at such points is limited to service as to a part of the route, 
full loads, or stops for pickup or delivery. These cases do not exhaust the list, 
for restrictions are also placed upon the class of service to be rendered and some 
times even to the type, although not the number of pieces of equipment to be 
employed.” 

Then follows this pertinent comment by the Board of Investigation and Re- 
search : 
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“On first acquaintance, many of these restricted operating situations appear 
incongruous, particularly in the light of the fluid supply of truck equipment and 
services, the small-firm characteristic of this industry, and operation upon public 
facilities. On their face, they also seem wasteful of equipment, material, and 
manpower. Even after examining the factors explaining a high degree of spe- 
cialization in the trucking field and regulatory practice, this impression is not 
likely to be erased completely.” 

One of the great advantages of motor transportation lies in its flexibility, and 
rules and regulations which restrict or destroy this flexibility must be regarded 
as economically unsound and contrary to the public interest. Those who are 
engaged in agriculture, in common with the rest of the population, have a legiti- 
mate concern in seeing that all unnecessary restrictions and regulations are 
eliminated. 


The Crairman. The next witness will be Mr. Charles F. Hawes, 
traffic manager, Dairymen’s League Cooperative Association, Inc., 


New York, N. Y. 


STATEMENT OF CHARLES F. HAWES, TRAFFIC MANAGER, DAIRY- 
MEN’S LEAGUE COOPERATIVE ASSOCIATION, INC., NEW YORK 
CITY, REPRESENTING THE NATIONAL COUNCIL OF FARMER 
COOPERATIVES 


Mr. Hawes. Mr. Chairman, my name is Charles F. Hawes, and I 
um traffic manager of Dairymen’s League Cooperative Association, 
Inc., New York City 

Dairymen’s League Cooperative Association is a farmer-owned 
and farmer-operated producing and marketing cooperative which 
produces for distribution about 30 percent of the fluid milk in the 
New York metropolitan area and also distributes milk wholesale to 


dealers and retail through its own branches to consumers in the 
principal cities in New York State. 

l appear before your committee today as chairman of the transporta 
tion committee—known as the National Agricultural Cooperative 
Transportation Committee—of the National Council of Farmer 
Cooperatives. 

I am authorized to present this statement on behalf of the council 
in support of the bill, H. R. 3203. 

Our interest in the bill is not academic. It is direct and is based 
upon economic factors. Although the bill is admittedly important to 
agriculture, its application and benefits would not be limited to that 
or any special group. The bill would check a dangerous trend in the 
extension of Government regulations. . 

The council is a national “organization whose membership is made 
up of farmer business associations engaged in marketing agricultural 
products and in purchasing farm supplies and serving in that capacity 
some 2,600,000 farm families. Although the council is a separate and 
distinct organization from other national farm organizations, it is 
appropr iate to point out that many of the patrons and members of the 
some 5,000 cooperative associ: utions represented in the council’s mem- 
bership are also members of one or more of the following general 
farm organizations: the National Grange, the American Farm Bureau 
Federation, and the National Farmers Union. 

The traffic managers and commerce counsel of a considerable num- 
ber of farmer cooperatives throughout the country, including some 
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cooperatives who are not members of the council itself, are represented 
in the membership of the council’s transportation committee. 

A list of the council’s direct membership is attached as appendix 
A to indicate the varied and broad geographical and commodity 
farmer interests represented in the council’s membership. It should 
be noted that some of the council’s direct member organizations are 
made up of several hundred county or local associations to add up to 
the approximate 5,000 separate marketing and purchasing groups 
represented in the council’s membership. 

Duly appointed delegates of the council’s members in annual session 
at New Orleans, La., on January 15, 1953, by resolution urged the 
enactment by Congress of “legislation to sanction the trip-leasing 
practice in order to preserve flexibility and economy in the transpo1 
tation of agricultural commodities.” 

[I shall not burden this record with a repetition of the developments 
over a period of several years leading to the promulgation by the ICC 
of the rules in the proceeding Ex Parte MC to part of which rules 
the bill before you is directed. The factual background pertinent 
to the bill before you can be briefly stated. The rules issued in effect 
would limit the lease of motor equipment by authorized carriers to 
a minimum period of 30 days. This would have the effect of pro 
hibiting the lease of a truck for a return trip only or for a short 
period of a few days. The Supreme Court of the United States 
has held that under its interpretation of existing law, although there 
is no express delegation of power by Congress to the Commission to 
regulate leasing practices, the proposed prohibition against trip 
leasing is not in the Court’s opinion an arbitrary exercise of the Com 
mission's implied powers. Thus the issue is drawn. 

The ultimate potential effect of this decision upon agriculture and 
the consuming public is too great to permit the congressional intent 
and the approved public policy in regard to trip leasing to be left 
to judicial interpretation on the basis of implied powers. We believe 
this is a proper and necessary matter for policy decision by the 
elected representatives of the people. We urge a clear and definite 
declaration of policy by Congress on the issue based upon your con- 
sideration of the evidence presented. 

There have been a number of side issues introduced by groups 
opposed to the trip-leasing practice for the purpose and to some extent 
with the result of detracting attention from the primary issue. The 
fundamental question, we believe, that faces Congress on this score 
is whether it is sound Governihent policy, sound business, and in the 
public interest for the Federal Government to assume the power of 
placing minimum limitations upon the length of time for which a 
motor vehicle can be leased or the amount of compensation that may 
be agreed upon between the lessor and the lessee. 

The Commission is seeking to have greater control exercised by 
lessees over leased vehicles by means of the proposed trip-lease 
regulations. 

If the lessee is a regulated carrier, he must comply with all rules 
and regulations governing him. As a certificate or permit holder, 
he is responsiole to the shipper, the public, and the Commission for 
transportation furnished by virtue of his certificate or permit. 

Since the lessee hires both driver and equipment in a bona fide lease 
arrangement, he should not be allowed to plead lack of control where 
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safety or log violations occur. As a certificate or perm holder, he 
should be compelled to lease proper equipment as the employer of a 
driver by lease arrangement, he should be compelled to have his driver 
employee comply with log regulations. The enforcement procedure 
is simple—no tickee, no shirtee. 

Commissioner Blanning in a hearing on October 14, 1948, in ex parte 
MC-—48, cites the example of the inability of a large fleet operator in 
Chicago to control leased operators due primarily to two reasons: 
(1) The se arcity of equipment; (2) the practice of engaging on a 
one-trip basis. 

True, the scarcity of equipment may contribute to abuses, when 
lessees need lessors more than vice versa, but it hardly seems logical 
that this abuse will be corrected by enforcing the 30-day trip lease 
requirement, when equipment is scarce. 

The practice of engaging only for one trip does not contribute to 
the delinquency of leased operators when the proper selectivity is 
used in hiring. 

There is no more reason for a one truck operator-owner to be 
delinquent than the irresponsible employee of a large fleet owner. 

The converse should be true—that an owner-operator who is 
responsible for his life, safety, and insurance costs should be more 
concerned with the safety of his driving and equipment. 

In the Dixie Ohio case (17 MCC-735) , Commissioner Eastman 
states that : 

The lease or other arrangement under which the carrier utilizes in its oper- 
ations a vehicle which it does not own, whether or not including the services of 
an owner-driver or his representative, must be of such a character that the 
carrier will have the right to direct and control the operation of the vehicle 
at all times and be fully responsible therefor in all respects under all applicable 
provisions of law governing the duties and obligations of the carrier to the 
shipper and to the public generally. 

It is clear that a motor carrier cannot, by utilizing in its operations a vehicle 
which it dees not own and the services of the owner, divest itself of any of its 
duties under the Motor Carrier Act or in any way defeat our powers of regula 
tion thereunder. For the future, so far as the rates charged and the services 
furnished are concerned, and also security for the protection of the public and 
such matters as our regulations governing safety of operation and hours of 
service of employees, or any other duty imposed by or under the act, the carrier 
must be fully responsible for the operation of the vehicle. 

We do not question the validity of Commissioner Eastman’s state- 
ment but merely repeat it to indicate the importance of “control” when 
leased operations are being considered by the Commission. 

However, the methods used to obtain control are open to debate. 

It is questionable in our minds as to whether control of delinquent 
safety violators can be obtained to a greater degree by a 30-day trip 
lease as compared to a single trip lease. 

rhe reasons for leasing, as stated by Commissioner Blanning to 
this committee, are largely economic, and the reasons for one trip 
leasing are also largely economic. There are economic benefits to be 
obtained from all parties concerned—the lessee who does not wish 
to invest too heavily in equipment when he knows a certain percentage 
of his annual transportation will be sporadic and intermittent—the 
lessor who would be over capitalized in equipment needed for his 
regular tonnage if he did ie have the privilege of trip leasing on 
return movements—the shipper or consumer public who share in 
whatever operating savings are realized by either lessor or lessee. 
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The economic reasons for single-trip leasing will not disappear 
with the enactment of a 30-day trip lease rule. Leasing in many 
cases is only a single-trip affair. The lessor is available on a day 
certain when the lessee needs him, the result a lease for a return load: 
but this lessor is not available for 30 days, he’s there for 1 or 2 trips. 

When hiring him for the one trip, the lessee is and should be re- 
quired by law to hire safe equipment and avoid log violations and 
should be held responsible for them. This is the only policing 
needed. 

Chief Justice Holmes said in the Christie Grain case, 

Legislatures and courts generally have recognized that the natural evolutions 
of a complex society are to be touched only with a very cautious hand, and that 
such coarse attempts at a remedy for a waste incident to every social function 
as a simple prohibition, and laws to stop its being, are harmful and vain (Board 
of Trade vy. Christie Grain & Stock Co. (Supreme Court U. S., May 8, 1905), 
198 U.S. 236). 

‘Truly, trip leasing is a natural evolution of our society in solving 
one of its vital transportation problems. The remedial steps taken 
to correct any abuses should not eliminate the function of leasing. 
The need for it will continue to exist, coexistent with the need for 
better control of safety and log violators. 

The imposition of the 30-day lease will not solve the safety problem, 
and will result in upsetting a very natural evolutionary method of 
handling transportation. 

There is no reason why trip leasing and control of leased operators 
cannot coexist. The remedy needed is to enforce the present authority 
granted to the Commission in matters of safety. 

Delinquent fleet operators are just as common as delinquent lessees. 
The Commission should insist and require that all leases regulated or 
nonregulated comply with the safety rules. It would require no 
greater administrative duties or policing to enforce the safety rules 
from this point of view than to establish an impractical leasing rule 
which will require as much policing in addition to upsetting the eco- 
nomic balance of present operators. 

The argument that trip leasing engenders hiring of unsafe equip- 
ment, poor drivers, and log violators, does not mean that the only 
practical solution is hiring on a 30-day basis. 

A more practical solution to these evils is to place the burden on 
lessees to comply with all safety rules. If they must comply, they 
will. There is little loss of time involved in inspecting leased 
equipment. 

The argument that leased drivers use the shortest route home seems 
to have little merit in these present days of traffic congested roads, 
and surely the Commission does not wish to take over the State and 
local function of regulating speed on the highways. 

The effort to keep up the rate structure in these days of rising costs 
should not be cited as a reason for eliminating a practical efficient 
method of transporting goods to consumers at a reasonable cost.. Car- 
riers who do not use leased operations should not be able to use this 
in exeuse for their own costly operations. They have a duty to the 
public to operate at the most efficient costs possible, even if it does mean 
that to do so requires them to trip lease. 

As to the unwillingness of lessor to trip lease, only on a truckload 
basis, this practice is no more common to them than to other regulated 
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carriers who do not lease. It is prevalent practice in the industry to 
solicit and place greater emphasis on truckload business. 

There is nothing new or novel about the intermittent or sporadic 
interchange of equipment between transportation carriers. The rail- 
roads have interchanged cars regularly for years without regulation 
as to the duration of the interchange. Enforcement of safety is con- 
trolled by the requirement that the user of cars meet the prescribed 
safety standards. 

There is no rule or regulation requiring that one railroad lease 
cars from another for a minimum period of 30 days. And if there 
was one, it would not contribute one additional iota to railroad safety ; 
conversely, it would only result in an increase in the administrative 
and policing duties of both railroads and the Commission, and would 

also mitigate against the public interest. 

H. R. 3203 comes before you in the form of restrictive legislation— 
legislation that would be a mandate by the Congress to the adminis- 
trative agency that, in the exercise of its regulatory powers with re- 
spect to lease and interchange of motor equipment, here is an area 
of private enterprise that is not to be controlled but is to be left to 
voluntary action between the contracting parties, the lessor and the 
lessee of the truck. Sanction by Congress of any limitation by the 
LCC on the duration of leases would carry the danger of a prohibition 
against all leases if deemed administr¢ atively desirable. 

Recent years have disclosed numerous instances where ineffective 
administration by Government agencies of the laws under their juris- 
diction have been followed by the institution of general investigations 
which have seemed to partially divert attention from ineffective ad- 
ministration. An attempt has been made to shift the responsibility 
for lax or at least unsuccessful administration of a particular law or 
laws to other persons or groups. The usual history of these long- 
drawn-out general investigations, costly to Governme nt and t: axpayers 
alike, is that they are followed by the issuance of more rules and regu- 
lations which constitute a further extension of the regulatory arm of 
Government into private business. 

I remember eS the circumstances attendant upon the enactment 
of the Motor Carrier Act in 1935. In the opinion of many people in 
close touch with the situation at that time, and also in the opinion 
of the general public, the Federal Government’s regulatory power 
with respect to transportation was extended to the motor-carrier field 
primarily to protect the shipping and consuming public and not to 
build up and promote any particular agency or mode of transportation. 
Actually, a few representatives of large truckers sought a measure 
of protection for the expansion of their industry and they were told 
by administration representatives that, unless they organized and 
were recognized by Congress as the trucking industry, they had no 
basis for recognition. There was no public clamor for truck regula- 
tion as was the case when transportation was monopolized by railroads 
to the detriment of the public interest. 

Public statements by some members of the Interstate Commerce 
Commission in recent years reflect this view. We believe that the 
rules promulgated by the Interstate Commerce Commission in this 
general proceeding (Ex Parte MC—43) to the extent that they would 
prevent the lease of a truck by a private citizen—a private carrier 
or an exempt. carrier—to an authorized carrier for a period less than 
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30 days goes beyond the bounds of “reasonable regulation” and puts 
the arm of Government in private business to an extent and in a man- 
ner which is unnecessary, unjusti ified, and dangerous. We do not be 
lieve this was inte nde | by Congress in 1935 nor do we believe it will be 
sanctioned in 1953. 

The Congress would certainly not look with favor upon a policy 
which would permit the Interstate Commerce Commission to dictate 
the terms of a contract for the purchase of trucks by a common motor 
carrier to augment his fleet. Inthe absence of some compelling reason 
in the public interest, it would logically follow that a contract for the 
lease of trucks should present no greater merit for Federal regulation. 

Some of the stanch advocates of a minimum of Government regula- 
tion of private enterprise who may be opposed to this bill, while sub- 
cribing to my general thesis. will assert that there are some distin- 
guishing lactots present in this issue to justify the “overdose” of 
regulation. 

Let's consider briefly several points in their main arguments and see 
if they hold up. 

First, it is alleged that enforcement of the Commission’s safety 
rules and hours of service is much more difficult in the case of drivers 
hired fora single trip. 

This is one of the main arguments that has been advanced by the 
Interstate Commerce Commission for its recommendation against pas 
sage of the bill. 

Interstate Commerce Commissioner Anthony F. Arpaia supplied 
a convincing rebuttal to this areument in a speech before the Regular 
Common Carrier Conference mn the American Trucking Associa- 


tions, Inc., at Miami, Fla., on January 21, 1953, when in speaking of 
compliance he said: 


We in the Commission continually receive complaints of violations—violations 
of hours, of service, safety rules and regulations, violations of certificates and 
violations of tariffs. These complaints are more or less general. Although 
sometimes a carrier is mentioned by name, no time, date or other details are 
furnished. Now, the Commission is not primarily an enforcement agency and, 
if violations are as widespread as some of these complaints indicate they are, 
then the law can be effectively nullified by mere noncompliance. The Commis 
sion cannot go out and get an army of agents to enforce the law. Who then can 
make the law live? The industry cannot be protected unless the industry itself 
wants te be protected. You, the carriers, can help with this job. It cannot be 
done by the Commission alone. We don't relish enforcement action; we want 
compliance. 

We as shippers are sympathetic with the difficulties encountered 
by the Interstate Commerce Commission in obtaining compliance with 
the safety provisions of the law. We believe, however, that shippers 
and truck operators predominantly are law-abiding citizens and that 
they can and will cooperate with the authorities in promoting 
obedience to the law and reasonable regulations issued thereunder. 
Perhaps Commissioner Arpaia’s suggestions for compliance commit- 
tees on a State or regional basis composed of respected carriers and 
shippers has real merit and should be carefully considered. We are 
ceriain, however, that the most effective way to better administer the 
safety regulations under the Motor Carr ier art) is not by the issuance 
of the extreme regulations which H, R. 3203 is designed to prohibit. 

The records show that many sailors ae soldiers during the war, 
auxious to get home over weekends to see their wives or parents, stole 





TRIP LEASING 49 


automobiles, no doubt without evil intent, and thus violated the Na- 
tional Motor Vehicle Theft Act, but the Federal Bureau of Investi 
gation did not advocate a Federal prohibition against soldiers and 
sailors driving automobiles at all across State lines or on weekends 
just because that agency found its responsibility for enforcement of 

.e National Motor Vehicle Theft Act onerous and difficult. They did 
a seek to invade the area of the private rights of the many to assist 
them in enforcing the law with respect to the comparatively few who 
would violate it. 

Secondly, it is claimed by some that the trip-leasing practice tends 

undermine the rate structure. 

Again, the test here is what is meant by undermining the rate struc 
ture, and this depends on whether you regard the proper objective of 
regulation to be the promotion of an industry or the protection of the 
public. 

We believe that shippers and consumers are entitled to the best 
possible transportation service at the lowest possible cost. We believe 
that a maximum utilization of equipment is a necessary prer equisite to 
such economical service. Shippers are interested not only in the cost 
of transportation service but in its quality and adequacy. Often- 
times a shipper will find it advantageous to pay a higher rate for a 
better service than a lower rate for an inadequate service. 

Certainly, trip leasing serves as a competitive factor to hold the 
level of rates down, and that is one of its benefits to the public. But, 
if by undermining the rate structure is meant that trip leasing is pre 
venting authorized carriers from getting a fair rate for their service, 
we are quite certain that the record lacks convincing proof of any 
such contention, To the contrary, the regulated motor-carrier in- 
dustry appears to be healthy and growing. 

The third and last objection raised against the bill which I desire 
to mention refers to the denial of authority to the Commission to 
regulate “the amount of compensation to be paid” for the use of 
vehicles under lease. These objections reflect agreement that the 
Commission should not have authority to regulate the duration of 
leases but assert that the Commission should not be restricted in 
authority to prohibit the lease of vehicles on the basis of a division of 
the revenue on a percentage basis. 

We, the proponents of this legislation, clearly are seeking to prevent 
the outlawing of trip leases. The provision forbidding the regulation 
of the “amount of compensation” appears necessary, however, in order 
to try to make certain that trip leasing is not gotten rid of by indirec 
tion; that is, through control of the rental charge. 

Under the present wording of the bill, we do not believe that the 
Coeunaiiven would be prohibited from issuing a rule against a per- 

entage division of the revenue method of compensation under leases. 
The bill does not prohibit regulation of the method of compensation 
so long as the regulation does 1 not control the amount of compensation. 

Frankly, I do not know of any sound reason why the Commission 
should have authority to regulate either the amount or the method 
of compensation under leases. There is ample precedent in trans- 
portation law and practices for compensation for use of transporta- 
tion equipment to be on the basis of a percentage division of the 
revenue. 





50 TRIP LEASING 


do desire to make the point that under the bill H. R. 3203 the 
prohibition is against regulation of the amount and not the method 
of compensation. I would like to respectfully suggest that your 
committee might desire to consider, on the basis of testimony by those 
particularly concerned over this problem, whether the bill should be 
amended to deal specifically with the question of the method of com- 
pensation in such manner as your committee might deem wise. 

So much for the negative side, some of the major objections that 
have been raised to the bill. Now for the affirmative side, why we 
think the bill should be enacted into law. 

When hearings on this bill were announced several weeks ago and 
I was requested to present the council’s position, I asked the council 
office to poll its membership throughout the country and ascertain 
the extent to which they were utilizing the trip-lease practice, obtain 
an estimate of its value to them, and what it would mean to them 
if trip leasing should be forbidden. 

The questionnaire was sent out, and this is what we found. 

The council’s member associations use every type of surface for 
hire carrier—railroads, common motor carriers, contract motor car- 
riers. Many council members own trucks which they operate as ex- 
empt or private carriers. Others use trucks which operate under the 
“agricultural commodities” exemption. 

While the questionnaires returned to us did not reflect anything 
approaching a universal use of trip leasing on the part of council 
members, there was indicated a considerable leasing of trucks for 
return trips and other short periods, and in such cases trip-leasing 
was described as an essential element for an orderly and sound mar 
keting program for agricultural commodities in the areas affected. 
The information furnished us showed that there is leasing of trucks 
for periods under 30 days in nearly all sections of the country and 
with respect to many different commodities. One striking disclosure 
we observed was that in a number of cases shippers are being forced 
to consider trip leasing because other transportation facilities are in- 
adequate. The continued decline of prices to the farmer has accentu- 
ated the need to cut down on transportation costs and other handling 
charges in every way posible. 

Here are a few of the representatives replies we received. 

Case No. 1—Maine: The traffic manager of one of our associations 
in Maine writes: 

I feel this would work very detrimental to the farmers in Aroostock County 
if trip leasing should be abolished, as we are a considerable distance from 
the markets and it is necessary that the fellows hauling our potatoes to market 
have some means of obtaining revenue on the return trip; otherwise, it would 
be impossible for them to operate on a one-way schedule. 

It would be impossible to give you a figure on what the loss would amount 
to to our farmers in this territory, but I would think it would be exception- 
ally large. 

Case No 2—Florida: The manager of the truck department of 
one of our Florida members advised that they load annually approxi- 

mately 8,000 “for hire” trucks with interstate shipments of fresh 
eitrus fruits. He estimates that approximately 50 percent of these 
trucks return to Florida under lease to a regulated carrier. He writes: 


Without trip leasing, trucks would be very scarce as many would be forced 
out of business and those operating would make a considerable increase in 
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cartage rates. The elimination of trip leasing would mean increase of 
to 50 percent in our cartage rates. 
if the supply of trucks is reduced, Florida citrus shippers would be unable 
to obtain transportation sufficient to move their fruit during the Christmas 
and spring rush periods. 
If trucks are made scarce, it will obvionsly mean increased cartage as well 
as rail rates of 25 to 50 percent. 
» No. 3—Missi sip pi: The management of a farmer statewide 
inoue and purchasing association in Mississippi advises us that 
ey did not realize until recently the potential savings and improved 
service possible through trip leasing. If Congress acts to make clear 
that trip leasing may be continued, this association has some definite 
plaus for improvement of service to its member farmers with the 
‘ of some trip-leasing arrangements. 
‘ase No. 4—Minnesota: A cooperative dairy in Minnesota, in ad 


‘tion to estimating present savings of 5 percent on transportation 
costs as a result of trip leasing, said: 


Because of better service and lower rates we can compete in the Florida 
irket with our fluid products if trucks can get return loads. This also applies 
to points on the eastern seaboard. 


It was stated that this association would not be able to compete 


n the eastern market in the event trip leasing should be prohibited. 

ase No. 5—Michigan: From a statewide association in Michigan 
ii h markets for the farmers of that State a variety of agricultural 
ommodities came this testimony : 


Michigan is a two-peninsula State, each portion surrounded on three sides by 
f Great Lakes. Because of this geographical situation, railroad mainline serv- 
e does not extend to many areas of the State. Our farmers are therefore 
lependent on truck movement of much of their produce. Trip leasing has been 
ery helpful in providing economical use of trucks to market produce and live 
t Fruit and vegetable growers and livestock farmers have been particularly 

erned about limitations on trip leasing because of the threat of increased 
irketing costs 
we believe the principle of trip leasing is sound and that its use is advan 
eous to the general economy) 

Case No. 6—Wisconsin. The general manager of a fruit growers’ 

wiation in Wisconsin furnished this information: 

Our situation in the Sturgeon Bay area is that during the cherry-harvesting 
eason there is a terrific shortage of trucks to be used for the transportation 
f pitted cherries from this, the producing area, to Chicago and other areas 
vhere freezers are located. It is imperative that 15 to 20 outside trucks be 
eased for from 1 to 20 trips each to move this perishable commodity to the 
freezer to finish processing. It would be very difficult to estimate the loss in 
dollars by not being able to move this commodity to the freezer 

Case No. 7—Utah: This association uses soukasicanaiie: exempt 
haulers for the transportation of fresh eggs. with short-term leasing 
being e mployed for a part of the movement. 

This association estimates an increase of 30 percent in its trans- 
portation costs if the “unregulated” for-hire carriers should be forced 
out of business due to abandonment of tr ip leasing. 

The traffic manager of this marketing agency reported : 

“Unregulated” or “independent” carriers usually reach markets ahead of 
ommon motor carriers due to fact that they do not have “division points” or 
schedules to observe. 

We have operated increasingly in this way since common-carrier rates began 
fo rise. We carry the cargo insurance, and it is worthy to note that not one 
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loss has occurred, This, of course, reflects favorably on the element of saf: 
of operation. 

Case No. 8—Colorado: An association in Colorado engaged 
marketing potatoes and onions lists “service performance and de 
pendability” as one value to it of trip leasing and estimates a saving 
of 15 percent in its transportation costs as a result of trip leasing. 

The effect upon the association and the farmers in the area that 
would result from the prohibition of trip leasing was stated as fo 
lows: 

Difficulty will be encountered especially in the marketing of the early crop 
of potatoes in the northern Colorado or Greeley district and Arkansas Valley 
as a considerable amount of trip leasing of equipment is performed in this te1 
ritory. 


This shipping organization’s experience with the agricultural haul 
ers Who trip lease does not support the contentions of some of those 
opposed to this bill. Listen to this testimony from the questionnair 
furnished by the traffic manager in this case: 


We have found from experience that the trip-lease operators on an averag 
have more suitable equipment, are better qualified, and more dependable than 
some other unregulated operators. 

Case No. 9—Oregon: A farmer’s marketing agency for fresh 
fruits in Oregon estimates that a minimum annual saving of $25,000 
to its patrons presently results from the ability of the trucks hauling 
its fruit to trip lease on the back haul. 

It is claimed that the prohibition of trip leasing would affect this 
association’s ability to market its farmers’ crops thus: 

Trucks bring our markets to within 1 or 2 days from production areas against 
6 to 10 days via rail. This ability to service customers promptly permits us to 
secure a larger distribution of fruit in the Pacific coast area. Without trip 
lease feature, there would be an inadequate supply of trucks to handle bus 


ness, * * * 


Case No. 10—California: The traffic manager of a Californi 
marketing association advises that trucks which haul dried fruit for 
them on the eastbound movement trip lease to fully regulated cai 
riers on the return trips. 

This is his testimony : 

There, of course, would be savings in dollars; but, more importantly, trip 
leasing enables us to service many markets where otherwise, due to rail min 
mums, we would not serve economically, with result markets would be lost 
us; also, reduces losses by maintaining lower warehouse stocks which avoids 
deterioration of semiperishable commodities. 

Would decrease distribution as impossible to move by rail without excessive 
transportation cost in small quantities. 

Elimination of trip leasing would cut our trucking service by well over half 
and put us in a very difficult position to supply small markets during summe! 
months without prohibitive cost. 

Case No. 1l—New York: In the New York metropolitan area, ap 
proximately 90 percent of all milk moves in trucks. 

A canvass of four of the largest milk-transportation haulers in 
New York State reveals that they lease and interchange equipment 
on an average of 285 times per year. This figure represents 285 sepa 
rate lease transactions at varying intervals for 1 trip or 1 day. 

It is impossible to operate in the milk industry without the privilege 
of trip leasing. 
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A typical example: A carrier agreed to serve a fluid-milk plant 
more than 100 miles from his home terminal. Just before he is 
scheduled to pick up 300 cans of milk, an axle breaks on the pickup 
truck. If the milk is not picked up on schedule, it will spoil and 
according to Board of Health requirements must be sewered with 
consequent loss. The responsible carrier has no alternative but to 
find a carrier located near the milk-shipping plant who can lease a 
vehicle for 1 or 2 trips. 

In a situation such as this, it would not be economically wise or 
fair to require the responsible hauler to lease for a 30-day period. 

This example is a typical daily occurrence in the milk industry or 
any other perishable food industry where the product must move on 
a scheduled time and cannot be stored indefinitely. 

In this area, because of the 6-day retail delivery restrictions pre- 
scribed by union contracts, there is a backup of milk in the country 
every weekend equal to at least one full day’s requirements. Last 
weekend 1 hauler had to hold over 18 tankloads of milk and another 
hauler held 35 tanks of milk 24 hours because of lack of country-plant 
storage tanks. Over half of these tanks had been leased for a trip 
or two from other haulers who had extra equipment on hand. With- 
out these facilities, the milk would have been run down the sewer, as 
its perishable nature would not have permitted it to be kept on the 
farm. The resulting loss to the farmers who produce this milk 
would run into thousands of dollars. 

These two examples represent only a fraction of the supply in the 
New York milkshed alone. It is estimated that from 20 to 40 per- 
cent more equipment would be needed to protect the supplies for this 
market if the ICC trip-lease regulations are allowed to prevail. This 
is an unbearable burden to expect the producer to carry simply to 
help the Commission enforce certain regulatory provisions that should 
and can be easily policed by standard procedures. 

Other reasons for the emergency leasing may be a vehicle break 
down, an accident, a snowstorm, or any condition that temporarily 
impedes the normal service of the responsible carrier. 

It would be practically impossible for any carrier to foresee or plan 

head of time for the emergency by strategic dispersal of equipment. 
The only practical, economical solution is trip leasing. 

These excerpts from questionnaires filled in by men who are work- 
ing daily in trying to provide the best possible transportation for 
agricultural commodities in their areas on the most economical basis 
are convincing testimonials in their own words for the preservation 
of the trip-leasing practice. ‘Today the policy of the Federal Gov- 
ernment with respect to agricultural programs is very much in the 
foreground of congressional thought and consideration. Represen- 
tatives of organized agriculture as well as the Government are trying 
to decrease and minimize the assistance of Government in the efforts to 
maintain the agricultural economy of our Nation on a sound and 
stable basis. Certainly the Congress will not knowingly acquiesce to 
the erection of any impediment or barrier to the efforts of agriculture 
to effectively and economically market its products. The rule pro- 
posed for the limitation of leasing of trucks to 30 days would consti- 
tute such a barrier and impediment. Therefore, we respectively urge 
enactment of H. R. 3208 to forbid any such limitation. 
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The Cuarrman. I want to call the attention of the committee to a 
list of members by divisions of the National Council of Farmer Co- 
operatives. It is one of the most outstanding lists that I have ever 
seen presented to the committee. I understand that you and your 
organization represent those organizations that are named in your 
uppendix A? 

Mr. Hawes. They are members of the national council. 

The Cuamman. They will also be included in this as a part of 
your statement ? 

Mr. Hawes. Yes, sir. 

(The list referred to is as follows:) 


(APPENDIx A) 
NATIONAL COUNCIL OF FARMER COOPERATIVES 
Washington 6, D. C. 
COUNCIL DIRECT MEMBERS BY DIVISIONS 


Citrus and subtropical fruits division: 
Calavo Growers of California, 4833 Everett Avenue, Los Angeles, Calif. 
Florida Citrus Exchange, Tampa, Fla. 
Mutual Orange Distributors, Redlands, Calif. 
South Lake Apopka Citrus Growers Association, Oakland, Fla. 
Sunkist Growers, Inc., Box 2706, Terminal Annex, Los Angeles 54, Calif. 
Texsun Citrus Exchange, Weslaco, Tex. 
Waverly Growers Cooperative, Waverly, Fla. 
Cotton division: 
American Cotton Cooperative Association, P. O. Box 332, Memphis, Tenn. 
Caleot, Ltd., P. O. Box 3217, H Street Annex, Bakersfield, Calif. 
Dairy division: 
Dairymen’s League Cooperative Association, Inc., 100 Park Avenue, New 
York 17, N. Y. 
Lehigh Valley Cooperative Farmers, Allentown, Pa. 
Deciduous fruits division: 
American Cranberry Exchange, 5 South Sixth Street, New Bedford, Mass 
Apple Growers Association, Hood River, Oreg. 
California Canning Peach Association, 244 California Street, San Francisco, 
Calif. 
California Fruit_Exchange, Sacramento, Calif. 
Yakima County Horticultural Union, P. O. Box 1587, Yakima, Wash 
General service division: 
Cooperative G. L. F. Exchange, Inc., Ithaca, N. Y. 
Indiana Farm Bureau Cooperative Association, 47 South Pennsylvania 
Street, Indianapolis, Ind. 
Mississippi Federated Cooperatives (AAL). Jackson, Miss 
Missouri Farmers Association, Inc., Columbia, Mo. 
Southern States Cooperative, Inc., Richmond 13, Va. 
Grain and seed division: 
American Rice Growers Cooperative Association, Lake Charles, La. 
California Lima Bean Growers Association, Oxnard, Calif. 
Farmers Grain Dealers Association of Iowa, 1101 Walnut Street, Des Moines, 
Iowa. 
Indiana Grain Cooperative, Indianapolis, Ind. 
Inland Empire Pea Growers Association, Oakesdale, Wash. 
Ohio Farmers Grain and Supply Association, Fostoria, Ohio. 
Pendleton Grain Growers, Inc., Box 279, Pendleton, Oreg. 
Rice Growers Association of California, P. O. Box 958, Sacramento, Calif. 
Western States Bean Cooperative, 1900 15th Street, Denver, Colo. 
Livestock division : 
National Live Stock Producers Association, 139 North Clark Street, Chicago 
2, Til. 
Miscellaneous division : 
Cooperativa Cafeteros de Puerto Rico, Ponce, P. R. 
Sioux Honey Association, 509 Plymouth Street, Sioux City 6, Iowa 
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Miscellaneous fruits and vegetables division: 
American National Foods, Inc., 11 West 42d Street, New York 36, N. Y 
Mushroom Growers Cooperative Association, Kennett Square, Pa. 
Nut division : 
California Almond Growers Exchange, Sacramento, Calif. 
California Walnut Growers Association, 1745 East Seventh Street, Los 
Angeles, Calif. 
Northwest Nut Growers Cooperative, 1601 North Columbia Road, Portland, 
Oreg. 
Potato division : 
Hastings Potato Growers Association, Hastings, Fla. 
Idaho Potato Growers, Inc., Idaho Falls, Idaho 
Maine Potato Growers, Inc., Presque Isle, Maine 
Poultry division : 
Idaho Keg Producers, Caldwell, Idaho 
Norbest Turkey Growers Association, Salt Lake City, Utah 
Oregon Egg Producers, 360 Southeast Ash Street, Portland, Oreg. 
Poultry Producers of Central California, 840 Battery Street, San Francisco, 
Calif, 
Poultrymen's Cooperative Association of Southern California, Box 7415 
Lugo Station, Los Angeles, Calif, 
San Diego Cooperative Poultry Association, Box 468, San Diego, Calif. 
San Joaquin Valley Poultry Producers Association, P. O. Box 1829, Fresno, 
Calif. 
Utah Poultry and Farmers Cooperative, P. O. Box 1620, Salt Lake City, 
Utah 
Washington Cooperative Farmers Association, 201 Elliott Avenue West, 
Seattle, Wash. 
Processed fruits and vegetables division : 
Berks-Lehigh Cooperative Fruit Growers Inc., Fleetwood, Pa. 
Blue Lake Packers, Inc., Salem, Oreg. 
California Beet Growers Association, Ltd., Farm Bureau Building, Stockton, 
Calif. 
California Prune and Apricot Growers Association, San Jose, Calif. 
Cooperative Grape Juice Processors Federation, care of Westfield Planters 
Cooperative Fruit Products, Inc., Westfield, N. Y. 
Florida Citrus Canners Cooperative, Lake Wales, Fla. 
North Pacific Canners and Packers, Inc., 412 Builders Exchange Building, 
Portland, Oreg. 
Sun-Maid Raisin Growers of California, Fresno, Calif. 
Tri-Valley Packing Association, 64 Pine Street, San Francisco, Calif. 
Turlock Cooperative Growers, Modesto, Calif. 
Willamette Cherry Growers, Inc., P. O. Box 283, Salem, Oreg. 
Wine Growers Guild, P. O. Box 519, Lodi, Calif. 
Knouse Foods Cooperative, Inc., Peach Glen, Pa. 
Purchasing division: 
Associated Cooperatives, Inc., Sheffield, Ala. 
Centrala Farmers Co-op, Inc., Selma, Ala. 
Consumers Cooperative Association, Post Oflice Box 2359, Kansas City, Mo. 
Eastern States Farmers’ Exchange, Inc., West Springfield, Mass. 
Farm Bureau Cooperative Association, 245 North High Street, Columbus, 
Ohio 
Farm Bureau Services, Inc., 221 North Cedar Street, Lansing, Mich. 
Farmers Cooperative Exchange, Inc., Raleigh, N. C. 
Fruit Growers Supply Co., Box 2706, Terminal Annex, Los Angeles, Calif. 
Louisiana Agricultural Cooperative, Inc., Baton Rouge, La. 
Minnesota Farm Bureau Service Co., St. Paul, Minn. 
Northwest Wholesale, Inc., Wenatchee, Wash. 
Pacific Suppply Cooperative, Box 1004, Walla Walla, Wash. 
Pennsylvania Farm Bureau Cooperative Association, Inc., Harrisburg, Pa. 
United Cooperatives, Inc., Alliance, Ohio 
State councils division : 
Agricultural Conference Board of Virginia, 1644 North Ninth Street, Rich- 
mond, Va. 
Agricultural Cooperative Council of Oregon, 205 Snell Hall, Oregon State 
College, Corvallis, Oreg. 
Agricultural Council of California, 1400 10th Street, Sacramento, Calif. 
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State councils division—Continued 
Colorado Cooperative Council, Inc., 2800 South Breadway, Englewood, ‘ 
Delaware Council of Farmer Cooperatives, Rural Delivery 2, Elkton, Md 
Farmers Cooperative Council of North Carolina, Pox H-1, Greensboro, N. 0, 
Florida Council of Fs 


irmer Cooperatives, care of State College of Agriculture, 
Gainesville, Fla. 
il Extension Building, Athens, 


Georgia Cooperative Council, Agricultural 

Idaho Cooperative Council, State Capitol Building, Boise, Idaho 

Iowa Institute of Cooperation, Hotel Sheldon-Munn, Ames, Lowa 

Kansas Cooperative Council, 523 Garlinghouse Building. Topeka, Kans 

Louisiana Council of Farmer Cooperatives, University Station. Baton Ro 
La. 

Maine Cooperative Council, College of Agricniture, Orono, Maine 

Michigan Association of Farmer Cooperatives, 221 North Cedar 
Lansing, Mich 

Mississippi Council of Farmer Cooperatives (AAL). Jackson, Miss. 

Nebraska Cooperative Council, 3275 Holdrege Street, Lincoln. Nebr. 

New York State Council of Farmer Cooperatives, Inc., Warren Hall, Cornell 
University, Ithaca, N. Y. 

Ohio Council of Farmers Cooperatives, Rooms 309-11, Brunson Building, 145 
North High Street, Columbus, Ohio 

Oklahoma Agricultural Cooperative Council, care of Oklahoma A. and M 
College, Stillwater, Okla. 

South Dakota Association of Cooperatives, Post Office Box 66, Huron, S. Dak 

Tennessee Council of Farmer Cooperatives, Post Office Box 1071, Knoxville, 
Tenn. 

Texas Federation of Cooperatives, 307 Nash Building, Austin, Tex 

Utah Council of Farmer Cooperatives, care of Utah State Agricultural Col 
lege, Logan, Utah 

Washington State Council of Farmer Cooperative, 5110 Areade Building, 
Seattle, Wash 

Wisconsin Council of Agriculture ( ooperative 814 Tenne \ Building, Madi 
son, Wis 


Wyoming Cooperative Council, 712 South 12th Street, Laramie, Wyo. 


street 


Tobacco division 
Tennessee Burley Tobacco Growers Association, Post Office Box 390, Greene 
ville, Tenn 
Wool division: 
American Angora Rabbit Breeders Cooperative, Palmer Lake, Colo 
National Wool Marketing Corporation, 281 Summer Street, Boston. Mass 
Pacific Wool Growers, 734 Northwest 14th Avenue, Portland, Oreg. 
Associate members : 
Pennsylvania Association of Farmer Cooperatives, Box 23, Harrisburg, Pa 
Vermont Cooperative Council, 73 Main Street. Montpelier, Vt. 


Bsn: CuHamman. Are there any questions, gentlemen? If not, we 
ant to express our appreciation to you, Mr. Hawes, for your attend- 
ince today and the splendid statement that you have made that will 
enable us to see the situation from the standpoint of those whom you 


represent. 

I have taken a poll of the conmittee as to the probability of our 
conducting a hearing this afternoon. 

There is general debate on the floor, which does not ordinarily 
require the attendance of all of the members for all of the time, and 
ence there has been a very generous response from the membership 

is to those who will find it possible to be present this afternoon—most 
of them for the full session; some for a part time, but altogether 
l aking a very represent itive group. 
So that the committee will now recess until 2 o’clock. 
(Thereupon, at 12:03 p. m., the committee took a recess until 2 p. m. 


of a same day.) 
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AFTER RECESS 


(The hearing was resumed at 2 p. m.) 

The Cuamman. The hearing will be in order. 

The first witness this afternoon will be Angus McDonald, repre- 
mnting the National Farmers Union. 


STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE 
SECRETARY OF THE NATIONAL FARMERS UNION 


Mr. McDonatp. Mr. Chairman, my statement will not run over 
5 or 6 minutes. 

The CHarrmin. You are not required to stay within 5 or 10 minutes 
if that does not enable you to make the statement that you would like 
to make, 

Mr. McDonaiy. Mr. Chairman, I appreciate that. 

Mr. Chairman and members of the committee, my name is Angus 
McDonald, and I am assistant legislative representative of the Na 
tional Farmers Union. Several of the witnesses today have testified 
as to the action taken by their respective organizations on the subject 
of this bill. We have noted an opportunity to take formal action 
in regard to this legislation. 

As you know, it is of very recent origin. However, this matter has 
been discussed by the witness with the members of our executive 
committee, with the national president, and with groups of farmers 
numbering 500 to 1,000 in all, perhaps. In none of these discussions 
was there any disagreement in regard to the purposes of such a bill 
as you are considering now. 

| would like to add one other point to my written testimony. In 
regard to transportation charges and declining farm income, farm 
income has declined during the past 6 or 7 years by $4 billion or $5 
billion. That is farm net income. That is from a high of $18 billion, 
I believe, in 1947, to some approximately $14 billion this year, and 
economists in the Department of Agriculture tell us that farm net 
income is due to decline even more this year. 

A substantial cause, we feel, of this decline in farm income has been 
increased transportation charges. As everybody knows, the Interstate 
Commerce Commission has been very liberal in granting rate increases, 
the last one, I believe, in effect now was an across-the-board 15 percent. 
Now the Commission is entertaining a petition of the railroads that 
this increase be made permanent. 

We feel that this legislation would indirectly add to the already 
high charges. 

Now, Mr. Chairman, I would like to read my short statement. Asa 
representative of the National Farmers Union I am here to urge the 
enactment of H. R. 3208 which would prohibit the Interstate Com- 
merce Commission from regulating the duration of certain leases for 
use of equipment by motor carriers and the amount of compensation 
to be paid for such use. 

Before discussing the situation which made this legislation neces- 
sary I would like to indicate to the committee our general interest in 
such legislation. American agriculture is the most efficient in the 
world. This efficiency is not only possible because of a high degree 
of mechanization and superior farm management, but because of our 
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flexible system of transportation which operates in the greatest free 
market in the world. 

American consumers have benefited immeasurably from our effi- 
cient system of production and transportation. From our point of 
view the most efficient system is the one which gives the consumer the 
best product for the least cost. Anything which burdens such a system 
acts as a bottleneck in the market place. It restricts markets far from 
points of production. It deprives consumers of low prices. It vitally 
affects agriculture because it takes away from farmers, markets whic), 
they formerly had access to. 

For these reasons the Congress should make every effort to see that 
regulation is not burdensome, and that it permits our transportation 
system to work efliciently. The purpose of all regulation should be 
to make our transportation function in the public interest with due 
regard to the interest of producers and shippers. This is the standard 
which we believe should be applied to all legislation affecting trans 
portation, 

In regard to the current situation it appears that the Interstate Com 
merce Commission is attempting to interfere with, and prohibit the 
practice of trip leasing, a practice we understand which has existed for 
hundreds and perhaps thousands of years. The reasons for this prac- 
tice are obvious. A carrier of agricultural or other commodities in 
many instances, is confronted with the necessity of returning from 
his final destination to his point of departure. His cost for the return 
trip may be as great or almost as great as his cost of the trip from 
the point of departure to destination. 

It is readily seen that if the carriers can secure a return load that his 
charges to the shipper can be cut drastically. It should be emphasized 
that our present rate structure, both regulated and unregulated, has 
heen developed in connection with return trip leasing. It seems logi 
cal to assume that if the practice is now suddenly prohibited that all 
motor rate structures will be affected. Common carriers who have 
benefited from the practice as well as private carriers, must ultimately 
increase their rates if they are to maintain their financial position. 
The ultimate effect will be that private and certificated carriers will be 
endangered financially or forced to charge more in the transportation 
free market or under the authority of the Interstate Commerce Com- 
mission. Furthermore, and this cannot be calculated, it is very possi- 
ble that such an interference with our flexible transportation system 
as indicated above will actually bring about a curtailment of traffic. 
This in turn will bring about a decline in revenues. 

We consider the action of the Interstate Commerce Commission an 
unwarranted interference with the farmers rights and the rights of 
those carrying agricultural commodities. Congress in the past years 
has recognized that our transportation system, especially in regard to 
agricultural commodities, should be as flexible as possible. 

I call attention to section 203 (b) of the act. It appears that the 
action of the Interstate Commerce Commission would weaken substan- 
tially the agriculture exemption. Farmers are entitled to lease their 
trucks if they so desire for short periods. Such leasing is indispensable 
to the harvesting of many caehelta and nonperishable crops, and as 
pointed out above it is necessary for an efficient system of transporta- 
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tion. We therefore respectfully urge this committee to approve as 
speedily as possible H. R. 3203. 

The CuatrMan. Are there any questions? 

Mr. Dolliver? 

Mr. Doxtiver. Were you here this morning to hear the testimony 
of the preceding witnesses, sir? 

Mr. McDona.p. Yes, sir. 

Mr. Dotxrver. I gather from your statement, there is no difference 
of opinion between your organization and the farmers union and those 
who have previously testified in this hearing ? 

Mr. McDonatp. That is correct, sir. 

Mr. Dorxtver. That is to say the part of the proposed regulations 
which you object to is the 30-day period of leasing required for the 
return trip? 

Mr. Mol JONALD. Yes, sir. 

Mr. Dorttiver. But you have no objection to any other part of the 
proposed regulation ? 

Mr. McDonatp. None in the regulation itself; that is correct. 

Mr. Douitver. Mr. Chairman, I think it is quite significant that we 
have now heard from four great farm organizations, the Farmers 
Union, the Cooperative Organization, the Grange, and the Farm Bu- 
reau, and they are all in substantial agreement in supporting this 
legislation. 

I think it might be well to call the attention of the committee to 
the fact that there have been some informal hearings before the 
House Agriculture Committee on this subject, and that committee has 
registered its approval of legislation similar to this. "While the legis- 
lative jurisdiction lies in the Commerce Committee rather than the 
Agricultural Committee I think it is of some significance that a co- 
ordinate committee of the Congress has expressed its views on the 
matter. 

It would seem to me, if the Chair thinks proper, that it might be 
appropriate to include the recommendation of the House Agricul- 
tural Committee in the hearings of this committee. 

The Cuatrman. I appreciate the bringing of this important matter 
to the attention of the committee, and it will be made a part of the 
record as you have suggested. 

Mr. Doturver. That is all I have, Mr. Chairman. 

The Cuatrman. In answer to a question by Mr. Dolliver, you indi- 
cated that the only objection was the 30-day lease. I suppose that 
does not mean that you do not approve of the other features that are in 
the bill? 

Mr. McDonatp. That is correct, Mr. Chairman. Specifically we 
do not object to anything in the order except the limitation on time. 
However, our past experience—I should say agriculture’s past experi- 
ence—with the Interstate Commerce Commission has been such to 
feel that there is a tendency to encroach, to increase its bureaucratic 
power. Therefore, that was the reason that the other provision 
in the bill was inserted so that no attempt could be made to limit the 
amount which is paid to the person or the group hiring these trucks. 
That covers the leasing of trucks. 

The Cuarmman. Are there any further questions, gentlemen ? 

We thank you, Mr. McDonald, for your contribution. It will be 
very helpful to us in giving consideration to this matter. 

83212—583-——_5 
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Mr. McDonatp. Thank you, Mr. Chairman. 
The Cuarrman. The next witness is Mr. Ellis. Will you give you 


full name and for whom you speak ¢ 


STATEMENT OF HOWELL ELLIS, ATTORNEY AT LAW, 
INDIANAPOLIS, IND. 


Mr. Exxvis. My name is Howell Ellis. I reside at Indianapolis, hb 
and I am an attorney at law. For approximately 10 years I was a 
member and chairman of the Public Service Commission of the Stati 
of Indiana, a regulatory body charged with the regulation of publi 
utilities and transportation agencies operating in that State. ther 
after, and for the past 20 years, I have engaged in the private prac 
of law, principally representing motor carriers in proceedings be 
the Interstate Commerce Commission and the Federal courts. 

I appear before your committee as an attorney for the Motor 
Carriers Leasing Conference, an organization of 21 class I moto 
vehicle common carriers engaged in transporting property in inte: 
state and foreign commerce under certificates of public convenien 
and necessity heretofore granted to such carriers by the batoratate 
Commerce Commission. We appear in support of the bill under « 
sideration by this committee. We have filed a statement setting 
out somewhat in detail our position in this matter. It is my purpose 
here orally to highlight some of the salient features of our position 
in support of the pending legislation. 

The members of our organiz: ition include some of the largest com- 
mon carriers of property by motor vehicle operating in iterstate 
and fodsisn commerce in the United States and their operations 
extend into 31 States and the District of Columbia, providing service 
to all of the principal cities and towns and most of the smaller ones 
in said territory. The major portion of the oper: ations conducted 
by most of the members of this conference are east-west operations 
between the Atlantic seaboard on the one hand, and, the Midwest and 
intermediate territory north of the Ohio and Potomac Rivers, on the 
other. The members of this conference have an investment of more 
than $61 million in motor-vehicle equipment, terminals, and other 
PP their dedicated to the public use and necessary for the conduct 
of their businesses. They serve thousands of shippers at thousands 
of cubits including the most highly industrialized section of the 
United States. 

In the year 1952, the members of this organization, according to 
their reports filed with the Interstate Commerce Commission, had 
a gross revenue from freight transported by motor vehicle of $21 
929,000, repre senting 7,746,000 tons of freight eeenenety and a 
total of 388,696,000 vehicle-miles operated during that ye: The 
members of this organization operate in excess of 15,000 shine es of 
motor vehicle equipment. 

The motor-carrier industry in general, and the members of this 
conference in partic ular, have been engaged in the leasing of equip 
ment since before Federal regulation under the Motor Carrrier Act 
of 1935, now part IT of the Interstate Commerce Act. The practic 
is not new and its primary reason is to assure the maximum use 0 
available transportation facilities and the most economical servic 
to the public by the elimination of empty nnleages. 


‘ 
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It may appear a bit strange that the proposed legislation which 
are supporting seeks to place a positive ban upon the regulation of 
ertain leasing practices of motor carriers by the Interstate Commerce 
Commission in view of the fact that nowhere in the existing law may 
found any section specifically conferring such authority upon the 
Commission: The reason that such legislation is nec essary results 
rom a changed interpretation of the powers of the Interstate Com- 
erce Commission by the Commission itself and the Supreme Court of 
e United States. Formerly it was believed that regulatory bodies, 
ch as the Interst: ate Commerce Commission, which are created by 
Congress as its representative to perform certain duties in conne 
tion with the comple xities of modern life which the Congress itself 
oes not have time to handle directly, that such creatures of Congress 
ad only such power as conferred upon them by law and that the acts 
creating such agencies were to be strictly construed and that such 
gencies had no power not specifically granted to them by Congress. 
, over a period of years, and particularly recently, the Interstate 
Commerce ee a itself has seen fit to imply powers not spe- 
fically granted to it by Congress and has been supported in such 
ction by the Supreme Court. Recently in the so-called Seatrain 
ise, although the subject matter involved therein, to wit, rel: utionship 
lLetween rail carriers and water carriers is specifically mentioned in the 
Interstate Commerce Act, ce rts in dictum of the Supreme Court went 
\ long way toward indicating that the Commission may imply powers 
ot specifically set out in the law. And in recent litigation in which 
ve took part volving leasing practices, in Zastern Motor Express, 

‘ne et al. v. United States, the Supreme Court has gone so far as to 

idicate that the Interstate Commerce Commission may imply almost 
any power which it sees fit in connection with the regulation of motor 
carriers, regardless of whether or not the subject matter and the 
power is specifically set out by law, and this was done in spite of the 
proviso of section 208 of the Motor Carrier Act of 1935, which we be- 
ieve Congress inserted therein specifically to bar actions by the Inter- 
state Commerce Commission interfering with the leasing of vehicles. 

In supporting this pending legislation, therefore, we feel it is nec- 

essary that a positive curb upon unwarranted assumption of power by 
the Interstate Commerce Commission in connection with these matters 
be made by Congress and that you spell out in no uncertain language, 
is is done in the proposed bill, the prohibition against interference 
with leasing of vehicles which. we believe. you intended by the pro- 
viso in section 208 of the Motor Carrier Act of 1935 

Not only has the Interstate Commerce Commission made orders in 
terfering with and prohibiting the leasing of vehicles generally, but 
n recent decisions to which specific reference is made in our pre- 
pared statement, it has gone so far as to hold that a motor carrier 
is unfit to serve the public if it leases equipment for transportation 
} urposes. 

We are not here to retry any cases before the Interstate Commerce 
Commission or the courts and we desire specifically to call to the at- 
iention of the committee that in the Eastern Motor Express case the 
Supre me Court of the United States did not pass upon the wisdom of 

he acts of the Interstate Commerce Commission but simply upheld its 
power to take such action even though not specifically granted to the 
Commission by Congress. 
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We are here asking this committee to bear in mind the devastating 
effects upon the public and upon motor-carrier transportation agen- 
cies, such as the members of our conference, which will occur unless a 
curb is placed upon the unlimited exercise of power by the Interstate 
Commerce Commission in these matters. 

Regulations already promulgated but not yet effective seek to con- 
trol the length of time for which a vehicle may be leased, the method 
of payment of lease rental, and in some instances prohibit the use of 
leased equipment altogether. The type of regulations which have 
been issued and are being issued by the Interstate Commerce Commis- 
sion under its implied power indicate that unless this tendency is 
curbed by Congress it will be but a matter of time until Federal 
bureaus, such as the Interstate Commerce Commission, will be manag- 
ing the properties of the carriers to the extent of determining who 
they shall hire, what they shall pay their employees, how much vaca- 
tion they shall have and all manner of minute detail relating to the 
operation of the business. We know of no private enterprise in the 
United States today where such minute detail is regulated by the 
Federal Government. It is our firm belief that it was never the 
intention of Congress that this should come about and one way to stop 
it is to pass the legislation we are here supporting. 

If we judge the temper of the people of the United States today 
and of recent months aright, we believe that they are tired of the 
efforts of the Federal Government to regulate their private lives from 
the cradle to the grave and similarly we believe the people of this 
country resent and are opposed to efforts to regulate private business 
except to such extent as may be clearly necessary in the public interest 
and for the national defense. 

In this connection I might say that motor carriers, such as the 
members of this conference, during World War II when they, together 
with other transportation agencies made such a substantial con- 
tribution to the national defense, were required by regulations of the 
Office of Defense Transportation to engage in all of the very leasing 
practices in the interest of the national defense which another Federal 
agency, the Interstate Commerce Commission, now would prohibit 
in spite of the fact that we are engaged in another war in Korea and 
confronted with a national-defense program of unparalleled propor- 
tions. 

The regulations of the Office of Defense Transportation, requiring 
by Federal order motor carriers to engage in leasing practices, were 
drafted and approved by the late Joseph B. Eastman, father of the 
Motor Carrier Act of 1935, the man who of all others ought to have 
known, and we believe did know, the intent and purpose of Congress 
in passing the original law. 

We respectfully request this committee to give the pending legis- 
lation serious thought and, thereafter, approve it and speed it on its 
way so that unnecessary invasion of the field of management of private 
business may be curbed before it has gone any further. 

The Cuarrmman. Are there any questions? 

Mr. Beamer. I want to speak for our Hoosiers in Indiana. I believe 
that Mr, Ellis has expressed an opinion which has been expressed by 
the Indiana General Assembly, that, after all, we want to have an 
opportunity to regulate our own private law without too much gov- 
ernmental interference, either State or Federal. 
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I just want to ask this question: You made a statement that the 
agency implies or assumes powers not specifically set out by law. 

Mr. Etuis. Yes, sir. 

Mr. Beamer. Now, if that is not done in legislation, would you say 
that it should be necessary for the Congress “then to spell out in its 
legislation all of the regulations that might be required ? 

Mr. Exxis. Not at all, sir, but the point I attempted to make is that 
when the original law of 1935 was under consideration, there were 
reams of testimony about these leasing practices, and there is nothing 
new about it, sir. 

Congress knew all about it at that time and the act has been amended 
since then several times, and you can read it from cover to cover and 
there is not yt word about leasing practices in there. 

We do not believe that this Congress should spell out every regula- 
tion which should be made. We certainly do believe that you should 
indicate the subject matters which are to be regulated and when you 
leave it out after having known about it, as you did in 1935 and sub- 
sequently, we believe it indicated an intention on the part of Congress 
to leave the status quo and leave that situation without these burden- 
some and devastating regulations. 

Mr. Beamer. I am wondering whether or not you feel that perhaps 
these agencies, let us say the Interstate Commerce Commission, may 
have concerned themselves with the intent of the Congress at that time, 
or do you think conditions may have changed within their own regu- 
lations that they may have changed such regulations? 

Mr. Ettis. I do not quite understand you. 

Mr. Beamer. May I illustrate that perhaps the trucking industry 
was not as competitive in 1935 as it is in 1953, for example. 

Mr. Exuts. Well, let me say this, Mr. Congressman. The cireum- 
stances and the things that the Commission and others have com- 
plained about as having existed and which they say are going to be 
corrected by these rules that they are adopting, are no different now 
than they were in 1935, and they are not nearly as aggravated now as 
they were in 1935, and the reputable carriers of this country such as 
those that I represent and I am glad that they are; we do not violate 
the law. 

The testimony before that Commission was that less than 1 percent 
of motor carriers in the United States engaged in any of these things 
and yet they want to penalize and perhaps put out of business, the 
99 percent when under existing law all they have to do is go into Fed- 
eral court and prosecute these people who violate the law. 

Mr. Beamer. I was bringing out the point because it is very true, 
is it not, that all of these carriers are concerned with showing some 
profit, whether it be a farmer’s truck, or leased carrier, or whatever 
it is. 

Mr. Ettts. I do not know whether it has been told here or not, but 
the most pertinent observation in connection with the agricultural 
situation is the citrus fruit industry of Florida, and the vegetables 
and fruits of the Rio Grande valley of Texas. Those are moved 
north in vehicles which are exempt under the law. There are no manu- 
factured articles to bring up here. The manufactured products of the 
North go South in those, and it is utilization by leasing to motor 
carriers of the equipment both ways, and instead of being harmful we 
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look wpon it as being most beneficial to the national economy and al| 
concerned, 

Mr. Beamer. You feel it is a conservation practice? 

Mr. Exits. Yes, and as I pointed out before, during World War IJ, 
Mr. Eastman not only recommended, he required that it be done by 
Federal regulation. 

Mr. Bramer. I have one more question, Mr. Ellis: You listed quite 
a large number of transpertation companies that you and your 
associates represent. Are those companies with large fleets of trucks? 

Mr. Exwis. Many of these companies own thous: ands of vehicles and 
supplement them by the addition of leased equipment, both iadey » and 
long term. Some have a policy of leasing 100 percent of their equ 
ment under long-term lease. It depends upon the policy of t 
management, but it is our position that when a vehicle is leased, a1 Md 
under the law we believe it is true, it is just the same as if you own i 
for the period of time. You have that responsibility. 

As I pointed out in our statement, we own more than $16 million 
worth of property, a large amount of which is motor vehicles. 

Mr. Beamer. I am wondering what percentage of the total truck. 
ing business this might represent ? 

Mr. Exuis. As far as tonnage in the territory in which we operate, 
a large portion of it. As far as number of carriers, a comparative); 
small portion of it, because there are hundreds and perhaps thousands 
of small carriers. But as far as tonnage is concerned, in the territory 
where the members of this conference operate, they handle a large 
part of the freight which moves by common carrier motor vehicle. 

Mr. Beamer. I have one last question: Could you safely say there 
are probably many carriers who are not members of your association 
Ww no woul 1 have the same point of view that you have? 

Eu.is. I know positively from my experience as an attorney; 
I io many clients. I am not bragging about it—I do not mean it 
in that manner, but I know many in this line of work who are not 
members of this association or organization, who feel exactly the 
same way. There are those who could not, Mr. Congressman, and 
perhaps they will be here before you. But in most instances, they 
are carriers who do not have long hauls and do not have these prob 
lems of empty return movements, and have a balanced movement so 
that they do not care whether they have leased vehicles or not. 

I can state definitely that while there are only 21 large carriers in 
this group, that there are hundreds of motor carriers in the United 
States who feel exactly the same as we do about this, sir. 

Mr. Beamer. I think that is all. 

Mr. Doutiver. I take it from your testimony that unless this legis- 
lation is passed and in that case the orders of the Interstate Commerce 
Commission go into effect—in case this legislation is not passed it will 
mean an end of trip-leasing, so far as your organization is concerned. 

Mr. Exits. Absolutely, sir; we have, with others pending before 
the Interstate Commerce Commission, petitions designed to hold up 
the effectiveness of these regulations until this legislation can ve 
considered by the Congress. 

What they will do with that I cannot tell you, but when the rules 
go into effect, if they do, which they have now drafted, there will be 
no more trip-leasing and as I pointed out our group alone had ap 
proximately 85,000 trip-leases last year. 
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It will have a devastating effect upon our business and on our 
ability to serve the national defense, and upon our ability to serve 
the general shipping public. 

I can visualize the docks of these motor carriers with freight piled 
as high as this ceiling the day that leasing is stopped and company- 
owned equipment has to be used exclusively. 

Mr. Dotiiver. That is all, Mr. Chairman, thank you. 

The Cuamrman. Are there any further questions? 

Mr. Harris. Mr. Ellis, I believe Mr. Beamer asked you the question 
as to the percentage of trucking companies that belong to your organi- 
zation. I did not get your answer very clearly. 

Mr. Exsts. If I understood Congressman Beamer, he wanted to 
know in the territory where we operate, how many of the organizations 
that I represent here, what their status is there. I said, sir, as far 
as number is concerned, there are 21 and the number is a comparatively 
small number because there are hundreds of other carriers in this 
territory. Isaid as far as tonnage is concerned and volume of freight 
moved, we handle in the territory where we operate, a large portion 
of the freight handled by motor common carriers because all of the 
members of this organizations are large companies. 

Mr. Harris. And that, I believe, includes 31 States? 

Mr. Exxis. It includes 31 States and the District of Columbia, that 
is right. 

Mr. Harris. Now, each of these companies are authorized by the 
Interstate Commerce Commission to transport what is referred to as 
general commodities. 

Mr. Exxis. Yes, sir. 

Mr. Harris. Now, that company must then publish its rate; is that 
right ? 

Mr. Exxis. Yes; and it must be on file with the Interstate Commerce 
Commission or it is unlawful to charge them. 

Mr. Harrrs. And the same procedure is followed by every other 
company who has a certificate ? 

Mr. Exuis. Yes, sir. 

Mr. Harris. To transport general commodities ? 

Mr. Exxis. Every one that has a certificate, and the permit refers 
to contract carriers and the procedure is slightly different, sir. 

Mr. Harrts.Therefore do I understand you to say that insofar as 
the Interstate Commerce Commission is concerned, its authority and 
control extends to your organization just as it does to railroads and 
everybody else in the transportation business ? 

Mr.Euxis. Absolutely, we cannot make a change in our rates with- 
out filing it with the Commission, and it has the power to suspend 
them on its own motion or anybody that wants to can complain 
about them and suspend them. There isn’t any possibility of the 
motor carriers I represent or any other regulated motor carrier fixing 
its own rates except with the approval of the Interstate Commerce 
Commission. 

_ Mr. Harris. Consequently, the competitive element involved here 
is all on the same footing insofar as rates and so forth are concerned ? 

Mr, Exxis. That is right, sir. 

Mr. Harris. Now, you say in your statement. that the member car- 
riers have 15,136 pieces of equipment ? 

Mr. Exuts. Yes, sir. 





66 TRIP LEASING 


Mr. Harris. That is the total number of pieces of equipment that 
they own; is that right? 

Mr. Exzis. Total number they own and operate under long-term 
lease. 

Mr. Harris. Does that figure include any of the equipment that is 
considered a part of the so-called trip-leasing program ? 

Mr. Extis. No, sir; it does not. 

Mr. Harris. How many pieces of equipment would you eabanate 
that these companies in these 31 States lease under the so-called trip 
Jeasing program ? 

Mr. Exx1s. Well, our statistics indicate that during the year 1952 
we entered into approximately 85,000 of these trip leases, but of course 
the same vehicle was often involved i in a different trip lease with the 
same carrier or some other carrier. It would be my judgment that 
the number of vehicles would be approximately between 15 and 20 per- 
cent of the 85,000. That would be my estimate on that, sir. 

Mr. Harris. Your estimate is 15 or 20 percent of the 85,000? 

Mr. Ex.is. Some place between 10,000 and 15,000, or 20,000 vehi- 
cles, or something lke that—those which are subject to being trip 
leased. 

Mr. Harris. Now, is this trip-leasing program brought about be- 

sause of the peak-season demand for tr ansportation ? 

Mr. Exuis. I can explain it this way: Let us take Washington and 
New York. This is an example. Motor carriers operating between 
those two points have a general idea of who their shippers are and 
approximately how much freight they offer them daily or the days 
upon which it is offered. T hey also ask their shippers to advise them 
in advance, if possible, when they are going to have more than that 
and the carriers attempt to keep either company-owned equipment or 
long-term-leased equipment stationed at those two terminals, using 
New York and Washington as examples, sufficient to handle that. 

But in spite of all of those precautions the day comes when the ship- 
yer maybe has a rush order for the Department of Defense, and that is 
hi appening plenty often today, and things of that kind which cannot 
be anticipated. “Then the trip lease is employed to get a vehicle so 
that it can move out that night instead of having to wait until these 
company-owned or long-term-lease vehicles w hich have already de 
parted, or are already loaded, go clear to New York and come back to 
Washington again or vice versa. 

That is the type of movement for which trip leases are employed, 
and it is the type of movement which we feel is absolutely essential 
to be handled in that manner. 

Mr. Harris. Now, if the 30-day requirement were to be invoked, 
what would be the result ? 

Mr. Exuis. I will give you this example, sir: When I come to Wash 
ington and get a room over at the Raleigh Hotel, I tell them as best I 

van how long I am going to stay, it may be for 2 or 3 days. If they 
required me to lease ‘that room for 30 d: ys, I would have to pay them 
for 30 days and let it stay open and vacant after I went home. 

That is exactly what the Interstate Commerce Commission is trying 
to do to us. It is to make us lease a vehicle for 30 days and then their 
rules provide we cannot sublease it to anybody else. We may want 
to use it 1 night for 1 load, and then they would freeze it and tie it up 
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at our expense, and contrary to the public interest, not available for 
any use whatsoever. 

Mr. Harris. In other words, would that mean that some 10,000 
or 12,000 pieces of equipment would be taken from this particular 
type of transportation altogether ? 

Mr. Exits. From these particular people I am talking about here, 
yes, sir. 

Mr. Harris. And you are only a small part of the total insofar as 
numbers are concerned ? 

Mr. Extis. Yes, sir. 

Mr. Harris. Mr. Chairman, I apologize for taking too much time, 
but I want to get some procedure on this matter for my own informa- 
tion. Now, if; you were to lease this truck, under the proposal of the 
Interstate Commerce Commission, for 30 di ays, is it your view that 
they would require you to pay certain compensation for it? 

Mr. Exts. I know that they would, because the lease must be in 
writing and must set out the compensation, and 1 am glad that you 
brought that up, Congressman, because one of the other objec tionable 
features to this besides the time limitation is that they are purporting 
to tell you how you can pay for it. 

There has been a long-established method of paying for it, and 
which is the fairest and most reasonable method there could be. It 
is a percentage of the revenue which is earned by that particular trip. 
If the vehicle hauls a highly rated commodity w thich takes a high rate, 
the man leasing the equipment gets the benefit of that, but he has to 
take the good with the bad. He has to haul featherbeds and springs, 
which do not earn much money and take up a lot of space, sometimes, 
and he gets his percentage of that. 

All of this would be under a lease for not less than 30 days, and 
while they have specifically forbidden the method by which we have 
been doing it for 25 or 30 years, actually they have set up one way 
alone. That will be the next thing, and it will be set out so that 
everybody will understand it then, but I understand it now. 

It has got to be on a mileage basis, and you have got to pay a 
mileage basis regardless of the type of freight hauled; the contract is 
for 30 days, and if we do not use the vehic le and cannot use it, We pay 
for it anyway. That will put everybody out of business. 

Mr. Harris. That is the point that I wanted to inquire about in the 
next question. You lease the truck for 30 days, after it has brought 
exempt commodities to the market. Now that truck would make its 
trip back in the vicinity of the area where it came from. Could the 
owner of that truck use the truck to haul exempt commodities to some 
other place during the term of that 30-day lease ¢ 

Mr. Exxis. Under that term of that 30-d: iy lease, that vehicle will 
be ours exclusively and nobody else could use it for any purpose 
whatsoever. 

Mr. Harets. Even the owner of that truck, when he got back to his 
home, could not use it to transport the exempt agricultural commodi- 
ties to some other market ? 

Mr. Exuis. No, it is tied up for 30 days with us, and he could only 
use it under our orders, and that is the only use could be made of it. 

Mr. Harris. I want to make this very clear, because this is a very 
important point, a very important point now. All such trucks that 
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transport exempt commodities to market, could very well be tied up 
for a period of days and not, therefore, be available to transport 
agricultural commodities to the market as was intended when the 
exemption was provided. 

Mr. Extis. You are exactly right, sir. It has been the position of 
the Secretary of Agriculture, with whom I have been associated in 
these matiers for some time, and I am in complete accord with him, 
that the real actual result of these rules will be to nullify the exemp- 
tions which Congress placed in there for agricultural commodities, 

Mr. Harris. The reason I wanted to make it very plain and to be 
explicit about it is because I see a lot of people shaking their heads 
indicating that they could not agree with that viewpoint. 

Mr. Ex.is. I state it as my belief, and I do not believe that I could 
possibly be mistaken, because I am familiar with these rules, having 
read them. 

Mr. Harris. That is the reason I am asking you these questions 
about how this thing would work, because I gathered from the previ- 
ous witnesses that they would prefer someone who is actually in the 
transportation business to answer the questions and give these expla 
nations. 

Now, I am asking these questions because I think that it is highly 
important to the consideration of this program. . 

Mr. Rocrrs. Mr. Ellis, in entering into this lease, could you provide 
in that lease that this truck might be used to haul exempted 
commodities ¢ 

Mr. Exxis. No, sit 

Mr. Roeers. You do not think that that could be done? 

Mr. Exxis. I do not think that that could be done. 

Mr. Harris. It would be harder for you, if it did? 

Mr. Exuis. It passes to our control, and to our use for 30 days, 
whether we want it for that length of time or not, and if we do not 
it will sit in some yard or some garage until the 30 days are up, and 
that is an impossible situation, and we just won’t lease it. What is 
going to happen is that the business of these companies is going to 
fall off, and the freight is going to not move, and the employees art 
going to lose their jobs, a lot of them. That is what is going to 
happen in our opinion. 

Mr. Rocers. The moment you lease it, that takes away the privileg 
of carrying exempt commodities ¢ 

Mr. Etuts. That is right. 

Mr. Harris. During the life of the lease? 

Mr. Extis. That is right. 

Mr. Harris. Now, I want to ask you this question: As to the general 
practice——— 

Mr. Extis. I was looking for these rules and they are sv voluminous 
that it is hard to find it, and my associates found it. Let me read the 
rule, and I think I can prove to you that people who disagree with me 
are wrong. ‘This is quoting: 

Shall provide for the exclusive possession, control, and use of the equipment 
and for the complete assumption of the responsibility in respect thereto. 


I do not believe the language could be any stronger than that. 
Mr. Rocers. If you have exclusive control of that truck, why is it 
that you could not put a provision in the lease whereby this truck- 
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owner from whom you lease it might haul exempted commodities from 
his home community up to New York or Cleveland or wherever you 
may want it? 

Mr. Extis. For the very reason that the rule I just read to you tells 
is what has got to be in the lease, and it says it shal? provide for the 
ex( lusive possession. 

Mr. Rocers. ‘That may be true, but why could not you have a pro- 
vision in there that it is under your control and you are leasing it, 

d why could not you provide in that lease that this individual from 
whom you leased it, “You might come up here with another load of 
exempted property, and I will use your truck going back for the 

( ms 30 days”? 
. Exi1s. T am sure, Mr. Congressman, if any such thing was 
mel the Interstate Commerce Commission would say that it 
a subterfuge and an attempt to evade the rule and the 1 ‘egulations. 
Mr. Dotiiver. Are not subleases rather looked upon with disfavor 
yw te ¢ 
. Exuis. They are prohibited. We cannot sublease it under these 
rules ond regulations. 
. Harris. Now, with reference to these lease contracts, do I un- 
ain that it is not proposed in the rules to regulate the compensa- 
1 iid for them ? 
. Ettis. You say it is not proposed by the rules? 
. Harris. I asked you, did I understand that to be a fact? 
Exuts. The rules do control the method of compensation. As I 
| to point out a moment ago, and perhaps I did not make it clear, 
r many years this has been done on a percentage basis. The carrier 
the owner of the vehicles for the lease thereof, either for a long 
rv a short term, and the rules are prohibitive in both instances, 
1 percentage basis. 
Mr. Harris. What do you mean “percentage basis”? Percentage of 
s. Percentage of revenue earned by the vehicle on that trip 
trips, and as I pointed out, if it earned a high amount by carrying 
highly rated commodity, he would get his percentage of that, and 
it was down, he would have to take the good and the bad. 
r. Harris. What is that percentage ¢ 
r. Exxis. It varies between the various carriers. Usually it is 
er more than a 70-30 percent and sometimes it is 75-25 and some- 
times 20-80, depending upon the individual circumstances. 

Mr. Harris. That is 20-80 or 25-75 or 70-30, percentagewise ¢ 

Mr. Ennis. Yes, sir. 

Mr. Harrts. And the carrier does that on the basis of his cost of 
insurance and compliance and so on and so forth ? 

Mr. Exuis. Yes. The reason why it varies is that the individual 
leases provide in some instances that the lessor shall pay certain things 
that are not provided in others, and it is divided up in a different 
way. But generally speaking, it is 30 or 25 percent to 70 or 75 percent, 
or something like that is the ‘basis. 

Mr. Harris. Do you know of any situation where the Interstate 
aes ‘e Commission has given a certificate to a carrier that owns 
10 equipment itself but leases everything ? 
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Mr. Extras. Yes, sir; many, many of them, I can tell you, under the 
so-called grandfather clause, they gave them a certificate, but on 
since they began to imply this power have they begun to hold that you 
are unfit to engage in transportartion if you do not own the equipment 

Mr. Harris. Well, as I have heard it indicated, some are using tl 
so-called trip-leasing procedure, developed over a period of years, 
as a windfall to get around some of these Interstate Commerce require 
ments. Do you know of any such situations that exist ? 

Mr. Extis. In connection with that matter, the Interstate Commerce 
Commission made some investigation, and they found that less than 
i percent of all the motor carriers in the United States, of whom there 
are many thousands, ever violated or did anything by leasing that was 
a violation of law, and some of the things they pointed out as horrible 
examples that ought to be stopped and the reason for having these 
rules. Their witness under my own cross-examination was able to 
point to only one instance of that in the entire United States. 

Of course, there are people who violate the law in the trucking busi- 
ness the same as there are in any other busines, but it is a very—and 
we are glad of that—small minority, and everything that they do that 
is at present contrary to law they could be prosecuted under existing 
statutes in the Federal courts right now and either fined or sent to jail 
if they persist in, and should be. 

We personally, and I personally, went before the Senate committee 
here last year after you gentlemen in the House had cut down their 
appropriation, and they claimed they did not have enough money to 
enforce the law, and we went over there and tried to get them sufficient 
funds so that they could. We say that if they would enforce the law 
that you have given them now in the Federal courts, all of these addi 
tional rules and regulations which would put out of business legitimate 

carriers in this country are wholly unnecessary. 

Mr. Harris. Was it your group that sent us a wire urging the Ap- 
propriations Committee to give the Commission $15 million at this 
time ? 

Mr. Ex.is. No, sir; but I did last year appear personally before Sen- 
ator Maybank’s committee, and not criticizing Congress for cutting it 
down, but they said they needed more money to enforce the law, and 
we wanted them to have it, because we, sir, are not law violators re- 
gardless of what anyone may say. We try to obey the law. 

Mr. Harris. Thank you very much, Mr. Ellis, and I want to compli- 
ment you on your presentation here and for knowing your business. 

Mr. Exxis. Thank you. 

Mr. Hare (presiding). Are there any further questions of Mr. 
Ellis? 

If not, we thank you, Mr. Ellis. 

Mr. Ex.is. Thank you, gentlemen of the committee. 

Mr. Hate. Does our colleague from Michigan, Mr. Clardy, wish to 
be heard on this bill ? 

The committee will be happy to hear you. 


STATEMENT OF HON. KIT CLARDY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Crarpy. I will only take a few minutes. I am glad to see my 
oldtime adversary with whom I have jousted frequently ever since 
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this act became law, speak so forthrightly. He always does, and I am 
glad he has not changed his habits. 

~ The last time I appeared before this committee in conjunction with 
anything dealing with the Interstate Commerce Commission activities 
was as chairman of the legislative committee for the National Asso- 
ciation of Railroad and Utilities Commissioners, the body of which 
| happened then to be the chairman working in conjunction with my 
very good friend Joe Eastman and many others. 

They had presented to this Congress at draft which eventually be- 
came the law of 1935, the Federal Motor Carrier Act that we are talk 
ing about. 

Congressman Wolverton, I met him just before I came in here, as 
he left the bench, was on the committee at that time. I have been 
trying to rack my brain to see if any of the rest of my colleagues were 
on, on that date, but I think that there is only one that remains from 
that day. 

So, I would like to give you my slant not from the business stand- 
point but from the ste indpoint of one who has had some hand in the 
original drafting of the statute that is before you, to give you my im- 
pressions of what I think the C ongress intended, and what I know 
the committee that drafted it intende d, and to give you an objection 
from the standpoint of one who is not only at the moment a Congress- 
man, but also happens to be the president of a motor carrier but whose 
operations are not in anywise affected by this particular rule. 

It so happens that we do not operate in a way that the rule will 
bother us whatsoever. I think that I can speak without any prejudice 
therefore. Any practice that I have had over the years before the 
Commission is already shot anyway when I made the sacrifice and 
came down to sit with you gentlemen. 

When I ran for Congress, I should have known better, but at any 
rate, I think I can divest myself of all prejudice and give you an un- 
biased view of one who now, in some measure, regrets having been so 
eager to get the thing on the statute books to start with. 

1 do not think this will terminate the beautiful friendship I have 
with most of the members of the Commission, because some of them 
privately agree with what I am going to say. I know that because 
I have talked to them and not too recently. 

The section—and you have heard it before, so I will not repeat it— 
expressly forbade the Commission to enter into the business opera- 
tions of the carriers, and that was done advisedly by the committee 
that drafted this thing in the first place, and I am sure from the ques- 
tioning of the committee at that time that the committee thoroughly 
undersood that the socialistic schemes of letting a government bureau- 
crat dictate the business operations of any carrier were bad. 

Heaven knows, they have gone too far into regulating the railroads 
in my humble opinion, with the consent in some measure of Congress, 
but they have gone much further in trying to set up these rules. 

I am objecting here today primarily because of two things. One 
is because the prohibition was intended to keep the Commission from 
doing exactly what it is doing, and I regard what the Commission 
is doing in promulgating this rule as merely a means of circumvent- 
ing the plain-spoken intention of Congress. 
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If I may elaborate that point briefly, if there is anything wrong 
that needs attention, I submit that instead of trying to get around 
the law, the Commission should come before the Congress and t! 
committee and point our specifically what it is and get an amendment 
to the law that we take care of the horrible conditions which they 
may allege to exist. 

Now, lam thoroughly familiar with the conditions even though the 
carrier that I happen to control, which engages incidentally only in 
the handling of new furniture, uncrated and not in the general field, 
but I am acquainted with it also because I have represented carriers 
since 1935, and in fact earlier than that before State commissions, 
and I think I know their business problems. But above that I thi 
that I understand something about what makes the economic system 
of the Nation tick, and it does not tick because some bureaucrat sti: 
his nose into the business of those of us who are trying to make a living 
and tell us how we shall do it. 

That is exactly what this confounded rule does. It attempts to say 
exactly how you shall acquire equipment contrary to what is said 
specifically in the prohibition, which says that they shall have noth 
to do and not have any right to interfere with the manner in hick h 
equipment is added or ac quired. 

But I do not think that the Commission up there has given proper 
thought or attention to what the Congress really intended. And why 
the Supreme Court has sustained them. I have not any more respect 
for the judgment of that Court than [ have of a great many other 
courts of much lower virtue about the Nation, and in view of the 
fact that one of the members of the Commission has repeated to me 
many times that I could never hope to win a case on appeal from a 
decision of the ICC because the Supreme Court went on the theory 
that they were a body of experts, and that the king could do no wrong 

That is just about what they have said in a number of their de- 
cisions, and I think that they are haywire when they do it, but the 
thing that burns me is the fact that not only this Commission, but 
others, are continually taking a look at plain language which says, in 
this instance, “provided no terms, conditions, or limitations shall re 
strict the right of the carrier to add to his or her equipment,” and so 
on. They have looked at that and then found a way to say “But it 
does not mean what the Congress said; we have found a way to stymie 
that.” 

Now, I want to emphasize the fact that I do not lease equipment in 
my operation on a day-to-day basis. We do not want to because we 
find that we have got to have equipment so specialized and handled in 
such a way that it would probably increase our claims. 

I know some of my competitors, to their sad experience, are prob- 
ably doing that thing. I think that they are not very smart in ~~ ig 
it, but I do not think that any commission should have the right : 
time to step in and tell them that they cannot do it, because it may rel 
that Mr. A can use something that I cannot use, to his advantage. 

The more we tinker with the economic laws of the Nation, the more 
we attempt to say to private business how it shall operate, the closer 
we come to the possibility of a depression or whatever you want to 
call it. 

Now, that is about all that I had to say. I could go into the details 
of the business angle. Mr. Ellis has done a superb job, and he al- 
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ways did, and of course whenever he licked me, he was in the wrong 
and the Commission was agreeing with him erroneously, but he has 
over the years obtained an experience that I think makes him one of 
the best qualified men in the United States, even though he has licked 
me quite a few times. 

If the committee has any questions to ask of me, I would be glad 
to at least stumble around and try to answer them. 

Mr. Dotiiver. I take it that, Congressman Clardy, you are thus in 
disagreement with the distinguished gentlemen who sit on the Su- 
preme Court of the United States. 

Mr. Criarpy. If you will strike out one word there. I would not 
agree to put the word ‘ ‘distinguished” in there. That is not even the 
gentleman who wrote the dissenting opinion in that case and who hap- 
pens to agree with the theory that I have held all of my life. That 
may be lese majeste, but I am in contempt of our Governor back home, 
so | do not think I can be punished much worse. 

Mr. Hare. Are there any further questions? 

Mr. Crosser. At least you want them to be distinguished from you, 
according to what you say? 

Mr. Cuarpy. I did not follow that. 

Mr. Crosser. I suppose you would make certain that they are dis- 
tinguished from you. 

Mr. Crarvy. But definitely, sir. I do not want to be even asso- 
ciated with them. 

I accept the amendment, sir. 

If you have nothing further, I want to thank the committee for 
permitting me to appear. My Un-American Activities Committee 
has a little unfinished business that perhaps I had better get on, and 


I anticipate we may get a quorum call before long over there. 
Mr. Hate (presiding). The next witness on my schedule here is 
Ir. V. L. Hodges, of the National Fisheries Institute. 


STATEMENT OF V. L. HODGES, ASSISTANT MANAGER OF SALES 
AND TRAFFIC, NATIONAL FISHERIES INSTITUTE, INC. 


Mr. Hopers. My name is V. L. Hodges, P. O. Box 1111, Norfolk, Va. 

I am employed by Ballard Fish & Oyster Co., Inc., Norfolk, Va., 
as assistant manager, sales and traffic. I am also chairman of the 
traffic committee of the National Fisheries Institute, Inc., and the 
Oyster Institute of North America, both of which are national trade 
associations with offices in Washington, D.C. I have been associated 
with the fisheries industry continuously for more than 35 years. 

I appear before the committee in behalf of the above-mentioned 
company, the National Fisheries Institute, Inc., the Oyster Institute 
of North America, the Massachusetts Fisheries Association, the 
Shrimp Association of the Americas, the Northwest Fish Traffic Com- 
mittee, and the Fresh Water Fish Dealers Association of New York, 
in supportof H. R. 3203, a bill to amend the Interstate Commerce Act 
in order to prohibit the Interstate Commerce Commission from regu- 
lating the duration of certain leases for the use of equipment by motor 
‘arriers, and the amount of compensation to be paid for such use. 

The bill presently under consideration was designed to correct ad- 
ninistrative rules and regulations which threaten to achieve by indi- 
rection that which the proponents of S. 2357 introduced in the 2d 
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session of the 82d Congress, failed to accomplish through proper legis- 
lative procedure. The 82d Congress recognized the necessity of free 
and unrestricted movement of fish and shellfish, by reaffirming the 
exemption originally granted vehicles hauling these commodities in 
the Motor cae r Act of 1935. As a matter of fact, the original 
version of S. 2357 which was designed to drastically restrict the ¢ appli- 
cation of the exemption, was rewritten in the Senate Interstate and 
Foreign Commerce Committee to broaden the exemption to include 
horticultural products. The reasons why our industry relies upon 
exempt operators for the transportation of our commodities were ex- 
plained by me at those hearings held on this bill before the Senate 
Interstate and Foreign Commerce Committee, 82d Congress, 2d ses- 
sion, on bills relative to domestic land and water transportation, 
March 3 to April 9, 1952, page 446, but it might be well to briefly re- 
view those facts for the benefit of this committee. 

No doubt the primary reason for giving preferential treatment to 
fish traffic is the seasonal, spasmodic, and absolutely unpredictable na- 
ture of the catch of most species. Perhaps you are already familiar 
with the nature of production; if not, I would like to try to acquaint 
you or refresh your memory. If you are an ardent sport fisherman, 
my task will be easier, as you will already know how futile it is to try 
to predict or foresee the volume of your catch. The situation is sub- 
stantially the same in a commercial way. One cannot foresee the vol- 
ume of the catch or the transportation needs until the catch has been 
landed. But once the catch has been landed, there immediately arises 
the problem of getting it to market with all possible haste in order 
to prevent deterioration of quality and to realize the best financial 
return. We will quite often go tor days, and sometimes weeks, with 
production at a very low level. Then, almost overnight, without any 
toreseeable indication of a change, catches will become unusually 
heavy. Catches will frequently jump from several hundred to several 
thousand boxes from one day to the next. It is such situations as these 
the present a most unusual transportation problem for our industry. 
We do not even have the advantage of observing the growth or prog- 
ress of maturing production as does the agricultural industry. Fish 
simply have a habit of coming and going w vithout any advance notice. 

Market outlets for fish and shellfish are almost as ‘unpredictable as 
the catch. Consumption and demand fluctuate greatly from day to 
day according to the weather, the season, the available species, re- 
ligious holidays and observances, and many other factors. And, 
needless to say, the perishable nature of the commodity makes it neces 
sary for dealers in fish to regulate their supply very closely with the 
demand. Consequently, it is impossible to predict the transportation 
requirements of any particular market. 

Speed is another vital factor in the transportation of fish and shell- 
fish. The very nature of the commodity prohibits pushing this traffic 
aside to await the convenience of the carrier. Much of today’s pro- 
duction must be on tomorrow’s market in order to protect the sea- 
fresh quality of the commodity, and to realize the best financial return, 
notwithstanding the fact that these markets may be quite distant and 
widely scattered. 

In addition to the foregoing, our industry relies heavily upon ex- 
empt operators because of the flexibility of service offered, the special 
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equipment provided by them, and the reluctance or inability of regu- 
lated carriers to handle fish due to the perishable nature of the com- 
modity, the lack of sufficient volume in some instances, or the absence 
of certificated authority to serve some particular area. 

The Commission’s trip-leasing rules place our industry in the di- 
lemma of having the exempt operators serving our producers and 
shippers virtually prohibited from carrying freight on the return 
movement, because movements of exempt commodities to the major 
fish-producing areas are not ordinarily available for the return trip. 
Under the circumstances, exempt operators will be forced either to 
increase their rates for the exempt movement to consuming points, 
curtail their service to points where the circumstances indicate that 
such operations would be unprofitable, or sell or lease for not less than 
30 days, their equipment to regulated carmiers and get out of the 
exempt-carrier business altogether. 

The effects upon the fisheries industry and fish consumers are all too 
obvious. First of all, the industry functions entirely on its own fi- 
nancial resources. It enjoys no price support or subsidy of any kind 
whatsoever. The market seeks its own normal level. Therefore, 
whatever is done to increase our transportation costs will simply im- 
pose that much hardship and financial loss upon those engaged in this 
industry for a livelihood. There are many types of fish, the value of 
which is so low, that even a cent-a-pound increase in rates would force 
certain fish off the market. In many cases sales resistance would be 
increased to a point where the fish would no longer be an economical 
low-priced protein food. 

The only factors creating competition in rates and services between 
express, rail, and motor carriers are the reasonable level of rates and 
satisfactory service obtainable from exempt carriers. To destroy 
these competitive factors by direct or indirect means would tend to 
increase our transportation costs and impair the service now avail- 
able to our entire industry. The resultant increase in the Nation’s 
food costs would prove detrimental to the administration’s efforts to 
hold the cost of living at its present level, or to reduce it where and 
when possible. 

Getting back to the other alternatives which face the trucker serv- 
ing the fisheries industry in the event the Commission is permitted to 
prohibit these carriers obtaining return payloads: Many of the smaller 
markets, which, incidentally, were developed by these truckers in co- 
operation with the industry, would no longer be supplied because of 
the inadequacy of other means of transportation to these markets. It 
is evident that these rules would work a particular injustice to these 
operators who have taken the initiative to provide adequate service 
to markets where none had existed previously. As a result, con- 
sumers in these markets will be deprived of this source of healthful 
food. 

Almost all of our fresh-caught commodities presently move via 
exempt motor carrier or railway express. In addition to being faced 
with a curtailment of truck service, an inadequate supply of equip- 
ment, and an increase in rates as a result of the Commission’s ban on 
trip leasing, we also have the prospect of being deprived of express 
service upon expiration of the present contract between the Railway 
Express Agency and the owning railroads. The railroads have given 
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no indication, as yet, as to the type of express service to be papeice a 
in the future, either by the Railway Express Agency, the railroads, 
some other organization. It should therefore be fairly obvious to thi 3 
committee that our industry in particular is vitally interested in the 
enactment of H. R. 3203 into law in order that the present efficie 
expeditious, and economical exempt motor-carrier operations be main 
tained. 

We in the industry are continually striving for better service and 
reasonable rates for our highly perishable commodities. These results 
cannot, however, be achieved should one form of transportation obtain 
a monopoly as a result of ICC regulations. It might be well, at this 
point, to refer to one sentence appearing in a report of the Transpor 
tation Subcommittee of the Senate Small Business Committee entitled 
“Transportation Program for Small Business,” 79th Congress, 2d 
session, Senate Report No. 14: 

If the Congress considers it desirable that monopolistic conditions in the field 
of transportation be kept at a minimum and healthy competition be encouraged 
it is essential that the small carrier be given a fair opportunity to engage in 
business and to operate at the lowest possible cost, with the greatest freedo: 
from hampering restrictions consistent with the public welfare, and that the 
carrier be protected from unfair competitive practices of railroads and other 
large carriers. 

We join in that committee’s plea for the encouragement of healthy 
competition and submit that the bill under consideration would have 
such an effect upon the transportation services rendered our industry. 

Imagine, if you will, the amount of congestion, waste, and economic 
loss that will prevail in railroad transportation if the railroads would 
be prohibited from engaging in their present interchange and leasing 
arrangements and practices. The Commission, early in railroad his- 
tory, recognized the “economic sin” of requiring empty return move- 
ments of transportation equipment. Asa matter of fact, the railroads 
presently are permitted to transport regular nonperishable freight in 
empty refrigerator cars awaiting return to the west coast, in leu of 
boxcars (Agent L. E. mie? ko C. No. 1544, Transcontinental 
Freight Bureau Tariff No. 1—A, item 792, section 2 

The effect of this ceaidiniate therefore, is that railroads or carrier 
controlled private-car companies are permitted to lease their special 
equipment to other carriers for the transportation of nonperishable 
commodities for what would otherwise be a wasteful empty-return 
movement. It is most emphatically submitted that no justification ex- 
ists for banning such logical and economically sound practice in any 
segment of transportation. 

In closing, I wish to say a few words in behalf of exempt operators 
in general, in view of the attempts which have been made to convey the 
impression that these carriers are shiftless, unreliable, financially ir 

responsible, and resort to cutthroat and unethical methods in their 
operations. My own experience with exempt operators—and we do 
employ them quite generally—is that their equipment is among the 
best: their rates are not now out of proportion to those of regulated 
carriers, and the owners are generally reputable and financially r 
sponsible. These operators are small-business men who constitute 
a vital part of the Nation’s economy. There is no proof that these 
operators have a worse safety record than that of other types of motor 
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«arriers. The very fact that they generally own their equipment re- 
futes the accusations that these operators are careless drivers and fail 
to maintain their trucks in accordance with existing safety regulations. 
State-highway enforcement officers, the real gu: ardians of safety on 
the highways, are just as diligent in policing fish-carrying vehicles, 
whether for hire or private, as they are in promoting the safety of 
life and limb from the hazards of other kinds of vehicles. 

It is felt in many quarters that these rules actually stem from the 
inability of the Commission, due to budget limitations and lack of 
sufficient personnel, to properly and effectively police the operating 
practices of regulated carriers in accordance w ‘ith existing ICC regu- 
ations. In order to facilitate enforcement of these re ulations, the 
Comilisetcts has instituted new rules which produce results more 
disastrous to our industry than the circumstances which they were 
designed to correct. 

To our w ay of thinking, there has been no plausible reason advanced 
for the elimination of trip leasing. Increases in freight charges and 
curtailment of transportation services have never helped the economy 
of this country. All we want is to be permitted to keep the trans- 
portation services presently available to our industry. We therefore 
respectfully request that the bill under consideration be approved 
by this committee as submitted. 

Mr. Hare. Thank you, Mr. Hodges. 

Mr. Dolliver, do you have any questions ? 

Mr. Dotuiver. In order that we of the committee who are not 
familiar with your operations may understand it a little better in 
your movement of fish and other products that you handle, how far 
does it radiate from the point of production ¢ 

Mr. Hopers. Fish more generally move in a radius of 150 to 500 
miles, but particularly over the weekends to outlying markets it will 
extend up to 750 or 800 miles. 

Mr. Dotiiver. What kind of markets? 

Mr. Hopers. Outlying markets, markets served only once a week, 
or more distant markets. In other words, to clarify what | say there, 
take for instance in south Georgia and points of Florida and Alabama, 
we maintain a setup or have established a setup wherein we promote 
and make delivery once a week to those communities. It is too dis- 
tant to get more than one trip a week in, and they can and do most 
times load out Saturday for Monday’s market. 

Mr. Dotuiver. Is all of that traffic handled by truck? 

Mr. Hopers. Substantially all by truck, other than small move- 
ment by railway express. 

Mr. Dotiiver. Do you have the longer trips made by rail or is there 
any pattern with respect to that? 

Mr. Hopers. As I previously said, in the movement of fish that is 
particularly in my area, is confined in that area or that distance of not 
exceeding approximately 750 or 800 miles. To that distance we origi- 
nally did use rail freight, and we found it served quite satisfactorily, 
but starting in, in the early 1940’s with certain limitations on equip- 
ment and supplies limited at times, we did not have the volume fre- 
quently to load the cars. Then they had to seek other means of trans- 
portation. In the meanwhile with the railroads having gone I would 
say entirely on a 40-hour week, they virtually exclude ‘Saturd: ay serv- 
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ice from us and that is the day we most need it, particularly to 
distant markets. 

Mr. Do.itver. Now, as this movement of fish is under refrigerated 
conditions ¢ 

Mr. Hopers. In most cases with the fresh commodity it does not 
require or it is not an absolute necessity for it to be mechanically 
refrigerated. In most cases it will be an insulated trailer, and the 
actual refrigeration furnished both from the ice in which the com- 
modity is packed as well as ice which is blown in on the packages as 
the truck is loaded. 

Mr. Dotuiver. How long would your average trip take in hours, 
that is, from the supply source to the distributor? 

Mr. Hopers. The more distant would be second-day delivery. 

Mr. Dottiver. That would be the most distant ? 

Mr. Hopces. To the nearby markets such as Philadelphia and New 
York or your bigger markets as an illustration, of course that is over- 
night. 

Mr. Dotuiver. I notice you make some allusion in your statement 
to the question of the expiration of the present contract between the 
Railway Express Agency and the railroads. What is the date of the 
expiration, if you know ? 

Mr. Hopers. The exact date I don’t know. It is February of 1954. 

Mr. Dotuiver. Well, is it a fact that the Railway Express Agency 
is owned by the railroads ? 

Mr. Hopers. That is my understanding, by a substantial group of 
the major lines. However, as I indicated, there has been no indica- 
tion that there will be a renewal and those of the Railway Express 
Agency whom we have approached seem to know nothing. 

Mr. Dotiver. Are you by your statement on page 8 of your pre- 
pared statement expressing an apprehension that the express opera- 
tions are going to discontinue completely ? 

Mr. Hopcres. Mr. Congressman, my own opinion is that I don’t think 
they will permit it to be discontinued but to pass my own opinion I 
think there has been a trend over a period of a few years that there 
are some commodities they wish they could get rid of, and I am 
afraid ours is one of those commodities. 

Mr. Dottiver. You think fish is one of them? 

Mr. Hopees. I am afraid so, 

For the benefit of the record, you asked me the expiration date, and 
that information was furnished me in the meantime. It is February 
28, 1954. 

Mr. Doxtiver. I think that that is all, Mr. Chairman. Thank you. 

Mr. Hare. Are there any further questions ¢ 

Mr. Beamer. I just have one question and I was interested in your 
statement that Mr. Dolliver has presented in regard to the possible 
expiration of the contract between the Railway Express Agency and 
the railroads. Since you have indicated something about that, I am 
wondering whether you are anticipating, among other things, higher 
rates ¢ 

Mr. Honees. Well, a hearing has already been scheduled before the 
ICC which starts regionally during May for an increase, as an illus- 
tration on commodity rates such as applied to much of our movement, 
as being for a 25-percent increase. 
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Mr. Beamer. How do those present rates compare with the truck- 
ing rates? 

Mr. Hopers. There again it will depend largely upon the service 
performed. In many instances our truck rates may be just as high 
or comparably high, I should say, with express but it is becoming 
more and more limited to the point of getting general distribution by 
express, that is with the elimination of branch lines, and discontinua- 
tion of trains. We have never gone into it generally but we do operate 
1 foster the operation of one truck serving a local area of 100 to 150 
miles. Substantially all of the community which this truck covers 
has been largely isolated by the lack of rail transportation. 

In the case of this truck, you will load out there on Friday afternoon 

and make deliveries over quite a wide area, simply by making delivery 
on the doorstep or in front of the building or in places that have been 
provided by the recipient. 
' Mr. Beamer. I would like to turn to the next page, on page 7, that 
apparently the railroads presently enjoy something that is comparable 
to trip-leasing. Is that the statement you would imply in your second 
paragraph ¢ 

Mr. Hopers. What I am implying there is it is my opinion if not a 
legal matter of record available to me, that for instance an “pe 
owned railroad, say the Southern Railroad for illustration, that ca 
is loaded to a far inland or to a west-coast point. That car is ise 
required in my opinion to be sent back home empty. They have some 

interchange and some payment which may be construed at least or 
otherwise, they utilize that equipment to come back to its point of 
origin. Then as was cited, that gives a reference to that on the foot- 
note, there is the problem "of the west-coast refrigerated cars, to get 
them back to the point of origin they will permit dry freight to be 
loaded into those cars instead of refrigerated matter or freight. That 
is a point that I referred to, that if you would say that they had to 
lease a piece of equipment for 30 days it would virtually enforce back 
movement or empty back movement of a substantial amount of rail- 
road equipment as it appears to me. 

Mr. Bramer. I think that is all, Mr. Chairman. 

Mr. Rocers. May I just ask you a question. Mr. Hodges, is there 
any established standard rate of transportation of these exempted 
commodities ¢ 

Mr. Hopers. Not by the exempt carriers. There is to my knowledge 
no filed rates with the Commission or fixed schedule of rates. The 
rates vary according to the tonnage, and to the service performed, and 
that is more generally the way it operates with us. 

Mr. Rogers. You just make the best rate you can for the transporta- 
tion of the commodity. 

Mr. Honvers. In other words, we have found the necessity in some 
instances, my affiliated company has two such routes set up during the 
winter season, wherein they found it nice to promote or establish a 
delivery system independent of our common carriers. That is set up 
with a combination of a per hundred rate with a guaranteed minimum. 
That is in order that we can have that service available to us each 
week, we guarantee a minimum charge or minimum fee to the piece of 
equipment or the operator. 
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Mr. Rocrrs. When fish are processed or canned, then it loses 
quality of exemption; does it not? 

Mr. Hopers. No, sir; as I understand it now—when it is hermetic: lly 
canned or cooked, it does lose its exemption. 

Mr. Rocers. That is all. 

Mr. Hare. Are there any further questions? 

Thank you very much, Mr. Hodges, for your interesting testimon) 

The next gentleman on the list is Mr. Ernest Falk of Northwest 
Horticultural Council. 

Is Mr. Falk here ? 


STATEMENT OF ERNEST FALK, MANAGER, NORTHWEST HORTI- 
CULTURAL COUNCIL, 704, LARSEN BUILDING, YAKIMA, WASH 


Mr. Fark. Mr. Chairman and members of the committee, my nam 
is Ernest Falk, and I am the peneger of the Northwest Horticultu 
Council, with offices at 704 Larsen Building, Yakima, Wash. TT! 
council is composed of the following organizations of fruit grow 
and shippers in Washington and Oregon: Wash ington State Ap] 
Commission, Winter Pear Control Committee, Hood River Traff 
Association, Rogue River Valley Traffic Association, Wenatchee Val 
ley Traffic Association, and Yakima Valley Trafic Association. 

The member traffic associations are composed of growers 
shippers of deciduous fruits, in their respective areas, who annua 
ship in excess of 45,000 cars—rail car equivalent—of apples, pea 
peaches, apricots, prunes, and cherries to market for heel. consul] 
tion. This includes practically 100 percent of the apples and in excess 
of 90 percent of other deciduous fruits grown commercially is 
2 States. 

We use both rail and motor carriers to move our produce. Ever) 
season we encounter shortages of rail refrigerator cars which back up 
the movement. During ene 1951-52 apple season when we had a sma! 
crop in the Northwest, 62 /-pe reent aver ge, ship pe rs were occasional y 
hampered by car yen ges. The railroads and the certificated con 
mon and contract motor carriers combined do not have adequate equi 
ment to move our fruit and we must rely on and extensively use 
called agriculturally exempt motortrucks. 

A substantial portion of our fruit is moved by motor carriers 
Table I, hereto attached, shows the movement of apples from 1 
Yakima and Wenatchee districts since 1942. T his ti ible shows a stea‘ 
increase in the volume of apples shipped by truck and also an incr 
in the percent of the crop moved in this manney. Last season, 4,970 
cars out of a total of 20,562 cars moved by truck. Each car represent 
800 boxes. This represents 24.4 percent of the total. The same seasor 
more than 50 percent of the Hood River, Oreg. crop of 1,500 ears of 
vee were shipped by truck. Our other fruits likewise are shippe 
both by rail and motor carrier 

In excess of 75 percent of our motor carrier shipments are handled 
by trucks exclusively agriculturally exempt. A large portion of the 
balance is handled by trucks designated as agric ulturally exempt for 
the trip. All of these figures re fer to shipments from the district, not 
to hauls to the packing plants from the orchards. Last season I made 
an analysis of the destinations of 75 percent of the Yakima truck ship 
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More than two-thirds were to destinations in excess of 1,000 


ments. 

ies. . 
rhe importance of this legislation to permit continued full utiliza- 
tion of the agricultural exemption has been or will be covered by other 
witnesses, including Durward Seals whose statement I have read. I 
will not duplicate this. Continuation of the present supply of agri- 
culturally exempt trucks is essential to our fruit industry. Not only 
are other facilities grossly inadequate, but the agriculturally exempt 
carriers provide flexibility of route and of delivery which are of tre- 
mendous importance to shippers. They make possible split shipments 
to several receivers in neighboring communities which may not be 
served by 1 railroad or by 1 certificated motor carrier. This per- 
mits delivery without transshipment or rehandling, thereby assuring 
nore prompt delivery of the fruit in better condition. It also makes 
possible split shipments to several receivers in the same community 
with savings of time, effort, and expense. ‘These partial unloads in- 
rease our outlets for many markets cannot economically handle a full 
load. 

This flexibility of route also protects the shipper where a truckload 
nay be rejected by the receiver on arrival. If the shipper can forward 
the load to any other market, without reloading and without restric- 
tion as to route, he is not at the mercy of the buyer. This results in 
fewer rejections by buyers and reduces the loss to the shipper when a 
ar is rejected. 

The proposed Interstate Commerce Commission order requiring 
eases to be for a minimum period of 30 days, would prohibit trip 
leasing. Unless it is stayed by the passage of H. R. 3203 the supply 
of agriculturally exempt trucks will be reduced. This will result in 
an even greater shortage of transportation equipment and consequent 
loss or deterioration of perishable fruits and vegetables which cannot 
be indefinitely stored but must be immediately moved to market. In- 
uflicient transportation facilities would entail heavy financial losses 
on growers and would result in higher prices to consumers. 

To assure growers and shippers of continuing adequate satisfactory, 
eflicient, and economical service, we urge passage of H. R. 3203 so that 
the supply of agriculturally exempt carriers will continue undim- 
inished. These agriculturally exempt carriers serve a purpose and fill 
i need which is not now and cannot be filled as satisfactorily by any 
other means. The flexibility of distribution, the minimizing of han- 
dling and rehandling resulting in less bruising of the fruit, the saving 
of transit time which assures better condition on delivery all react to 
the benefit of the grower-shipper and the consumer. 

The entire membership of one of our members, the Yakima Valley 
Traffic Association is not in full accord with this position. While 
recognizing the importance of having adequate transportation facili- 
ties and the part played by agriculturally exempt trucks in providing 
flexibility of route and destinations which should not be restricted, 
they feel that some restriction of this type of carrier is appropriate 
and desirable. 
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(Table submitted by Mr. Falk follows :) 


Carlot movement of apples from Wenatchee and Yakima districts 


[Each car represents 800 boxes] 
. > 3 m | Percentage . s . 7" | Percent 
Season Rail Truck Total ~ Season Rail Truck Total : 
by truck | | | by 


1942-43 24, 776 ROO | 25, 666 3.5 1948-49 25, 083 2, 827 27, 910 | 
1443-44 2 864 | 21, 358 194 H-50 26, 446 4, 960 | 31, 406 
1944-45 30, O2 1,008 | 31, 036 3.2 150-51 27, 838 6, 559 | 34, 397 
1945-46 Hi, 5S 1,413 | 27,932 §.1 |) 19 | 4,970 | 20, 362 
1946-47 32. 1, 256 | 33, 936 3. 7 1952-53 16, 308 4, 383 | 20, 691 
1947-48 33, 491 2,980 | 36, 471 | } 


1-52 15, 392 


1 Preliminary to Apr. 11, 1953, about 4,000 cars remaining to be shipped. 


Mr. Fark. I do appreciate fhis opportunity to appear before the 
committee and I concur in the request voiced by prior witnesses that 
this bill be reported favorably to the House and for action by that 
o at the earliest opportunity. 

. Hare. Thank you, Mr. Falk. 

an there any questions? There appear to be none. We are grate- 
ful for your testimony. 

The next witness is Mr. Lee J. Quasey, of the National Live Stock 
Producers. 

Is Mr. Quasey present? 


STATEMENT OF LEE J. QUASEY, COMMERCE COUNSEL, NATIONAL 
LIVE STOCK PRODUCERS ASSOCIATION, CHICAGO, ILL. 


Mr. Quasery. My name is Lee J. Quasey, and I am commerce counsel 
for the National Live Stock Producers Association, whose office is 
located at 139 North Clark Street, Chicago. Ill. That organization 
is a member of the National Council for Farmer Cooperatives for 
whom Mr. House testified here this morning, and we have collaborated 
with other interests in the matter of conserving the committee’s time, 
and I wish to take occasion here to adopt the statements made by 
Mr. House. Iam also authorized to appear on behalf of the American 
National Cattlemen’s Asociation, National Wool Growers Association, 
Texas & Southwestern Cattle Raisers Association, and the Texas 
Sheep & Goat Raisers Association. 

The National Live Stock Producers is a farmer-owned and farmer- 
controlled cooper: ative organization compos ed of 21 coopel rative - ir- 
keting agencies that serve over 500,000 livestock producers on 69 public 
livestock markets of the country. 

The bulk of the livestock moves from ranges, farms, and feed lots 
to markets and slaughtering points by trucks. Approximately 76 
percent of the cattle, 78 percent of calves, 79 percent of hogs, and over 
44 percent of the sheep and lambs are transported by motor vehicles. 
It appears that most of this transportation is furnished by persons 
engaged in the transportation of livestock and other farm commodities. 
In general livestock producers are depending more and more upon 
for-hire ttruckers to move the livestock from and to their farms 
and ranches. Briefly stated, the most important reasons are the cost 
of suitable equipment, shortage of farm labor, increased labor costs, 
and interference with regular farm operations. 
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You gentlemen underst ond how important the livestock production 
is to the welfare of the Nation. However, I wish to emphasize its 
most significant twofold importance, first, in the primary production 
of wealth, and second in the supplying so important an article of 
food as meat, for the needs of our civilian population and the require- 
ments of our Armed Forces. 

In the marketing of livestock, as well as other farm commodities, 
information and transportation are exceedingly vital. Information 
through the market news service of the United States Department 
of Agriculture and other sources serves as a guide as to where the 
best prices may be obtained for the particular kinds and quality of 
livestock intended to be sold. Seasonal, as well as day-to-day fluctu- 
ations in volume, affect all markets and places where livestock is sold. 
The preferences of various packers and slaughterers as to the kind and 
quality of livestock best suited to the demands of their trade have an 
important influence on prices they will pay. The best outlets for live- 
stock are often a considerable distance away. It is generally recog- 
nized that a wide choice of markets or outlets for livestock is essential 
to the welfare of livestock producers. When livestock is ready for 
market, it is imperative that it be transported to the place where the 
best price to the producer may be realized. 

Transportation service to move livestock quickly and safely to where 
it will bring the best returns is a matter of great interest to all live- 
stock producers 

I am here to ‘testify j in support of H. R. 3203, the purpose of which 
is to remove an impending danger and consequences of certain rules 
and regulations promulgated by ‘the Interstate Commerce Commission 
which, among other things, affect truckers of livestock when seeking 
to obtain return hauls from certificated and authorized motor carriers 
of nonexempt commodities. Livestock, because of its nature and 
where it is produced, generally involves a one-way movement. Oc- 

casionally there are return movements consisting of stocker and feeder 
livestock moving from the public markets to the country for further 
feeding and fattening, but this movement is relatively minor com- 
pared to the inbound movement. The effect of the Commission’s rules 
will establish a dangerous precedent; it would be a serious blow to 
livestock haulers by motortruck in that it would put them under a 
sort of constructive receivership, diminish their earnings, and sub- 
stantially reduce the number of trucks used in hauling livestock. 

The diminished number of trucks would seriously affect the orderly 
marketing of livestock. Because of the restrictions and the conse- 

quent reduced number of trucks, m: iny livestock producers would be 
deprived of the opportunity to sell livestock when and where they 
could obtain the best prices. It would tend to increase the return 
empty movement, not only of exempt carriers, but certificated carriers 
as well, whose trucks not infrequently may have to return empty in 
the opposite direction. 

The fundamental right of freedom of contract for livestock haulers 
to obtain return hauls would be denied. In fact, the rules would prac- 
tically prohibit the leasing of agricultural trucks to certificated or 
authorized carriers for hire. 

The rules proposed by the Commission, among other things, pro- 
vide that a contract, lease, or other arrangement for use of such equip- 
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ment including trucks owned and operated by livestock haulers, s| 
not be for a period of less than 30 days, and shall be subject to th 
exclusive possession, control, and use by the certificated and autho 
ized carrier. 

It appears from this language, and we are so informed, that t! 
would not only embrace the operations for the transportation of no1 
exempt commodities on the return hauls, but would also include t! 
established normal transportation of livestock and other exempt agri 
cultural commodities. This means that under the terms of suc! 
lease, a livestock trucker would be placed under a constructive recei 
ership so to speak. We understand that while livestock a bi 
transported in his own equipment, operated by himself « * persons 
hired by him, he would be virtually operating under the aioe of 
the certificated carrier, because under the proposed rules a livesto: 
trucker seeking a back haul from a certificated carrier would ha 
to give such certificated carrier exclusive possession, control, and use 
of his livestock truck for a period of not less than 30 days. 

’ might add there that operation which the livestock trucker would 
ordinarily have performed could only be continued subject to the suf 
ferance of the lessor carrier. Such exclusive possession, control, and 
use would not only be for the purpose of the back haul of nonexempt 
commodities, for the account of the certificated carrier, but for t! 
transportation of livestock if still permitted to do so. 

Sincé livestock trucks are primarily designed for transportation 
of livestock, the owners of the leased livestock truck might be pe 
mitted to carry on his livestock hauling business. 

That word “might” is something that is left with an entirely big 
question mark. In such a case, the transportation charges for live- 
stock would be collected and paid to the certificated carrier. 5S ub 
sequently such money might be remitted to the livestock true ‘ker * with 
deductions for record keeping and other charges. 

There I might add that the livestock truckers would be discouraged 
in continuing in the business for that reason because they would not 
be getting their full rate that they would normally collect. That 
where that constructive receivership fee comes in. 

Thus, it is obvious that the conditions imposed by the rules are so 
onerous as to practically prohibit livestock truckers from obtaining 
back hauls of nonexempt commodities. We contend that such drasti 
requirements are wholly unwarranted. They impose a terrific penalty 
for securing back hauls from certificated carriers. As a matter of 
economy and efficiency in highway transportation, the livestock trucks 
should be utilized on their return tr ips by certificated carriers who not 
infrequently may avoid the necessity of running their own trucks 
empty in the opposite direction. The transportation charges for 
the livestock would have to be collected and paid to the certificated 
carrier. 

It should be pointed out that as far as the livestock truckers are 
concerned, it is not a matter of allowing them to compete with author- 

ized and certificated motor carriers. It is only a matter of preserv ing 
their basic right of the freedom of contract with certificated and 
authorized motor carriers for the return haul of nonexempt com- 
modities. Certs sinky such a contract or arrangement should be limited 
to the operation incident to the performance of the back-haul service, 
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d that the use, control, and operation of the truck for the trans- 
portation of livestock or other exempt uses shall remain in the owner 
s operator of such livestock truck. 

Furthermore, livestock haulers should not be restricted to back- 
sul arrangements with only one certificated carrier. ‘They should 
ye oe to make whatever contacts circumstances permit. To obtain 

< hauls from any certificated or authorized motor carrier at the 
place or within the area from which their return trip is to be made, 
would facilitate and encourage integration between the exempt car 
rier, Who otherwise might have to go back empty, and a certificated 
rier, who may have occasion to send a loaded truck out, would 
wise have to return empty for want of a back haul. 
If the rules referred to were to be put into effect, they would com 
ate things in general. They are penal in nature and effect, and 
ppear to be a deliberate move to prevent livestock truckers from 
btaining back hauls. 

Trucks used in the transportation of livestock by for-hire carriers 
ire owned and operated by persons of high integrity and standing 
in the farm communities they service. They have endeavored to 
provide a necessary transportation service to the livestock and agri- 
cultural products in the area served by - *m. 

By the way, reference was made here by Mr. Ellis, I believe, to the 
situation during the shooting part of World War II when we had 

e ODT encourage the use of all equipment in every reasonable way. 

I hoe from very close contact with the situation out there at that 
time that those agricultural trucks, consisting mainly of livestock 
trucks, were a trémendous help in augmenting the services of the 

gular common carriers. Because of their mobility and the number 
vailable in my opinion, the maintenance of a good pool of country 
trucks is a very significant and important defense measure for this 
Nation. Those are the po that are geared to conditions, and they 
understand things well as to their requirements of their respective 
ommunities and they could be quickly mobilized by radio or any 
other organized way to concentrate and perform any special services 
that an emergency might require. 

They are the means by which livestock produc rs and farmers have 
been able to largely realize the benefit of the improved systems of 
highways in the marketing of their products. All this has been done 
without complaint by the users of their services, either as to the rates 

harged or the type and quality of service rendered. These operators 
have served and are serving their agricultural communities with no 
small effort on their part. Their service is geared and made responsive 
to the particular needs of the farm communit lee thi sy serve. They have 
no national organization to represent them. W hile we are here pri- 
marily to protect the interests of producers of livestock, we are also 
here to protect these upon whom the livestock producers are so greatly 
dependent for transportation of their livestock from their farms to 
the markets and other channels of commerce. Jecause in the matter 
here under consideration, the interests of livestock producers and the 
transporters of their livestock by motor truck are inseparable. 

We favor H. R. 3203 because it would preserve the fundamental 
right of the freedom of contract of exempt carriers to lease their 
equipment to certificated or authorized carriers for the handling of 
nonexempt commodities on their return hauls. It would preserve the 
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benefits of highway motor transportation to livestock producers in 
seeking the most favorable markets or outlets for the particular kind 
and quality of the livestock they may wish to dispose of at a given 
time. It would promote coordination between agricultural and non 

agricultural trucks, thereby reducing the empty return to the country 
by agricultural trucks and the empty return of trucks owned by certifi- 

cated carriers to the cities and industrial centers from which they 
operate. To permit the proposed rules of the Commission to go int 
effect would be detrimental to the livestock and agricultural economy 
of the country and in short would be like biting the hands that feed 
the Nation. 

Therefore, we urge that H. R. 3203 be approved. 

Mr. Hate. Are there any questions? 

Thank you very much, Mr. Quasey. 

The committee will not call any further gentlemen this afternoon 
but without objection the chairman will insert in the record stat 
ments by Richard P. White, the executive secretary of the American 
Association of Nurserymen; Willis R. Deines, traffic manager of th 
Texas Citrus and Vegetable Growers and Shippers of Harlingen, 
Tex.; Veril Baldwin, the president of the National Onion Associatio: 
of Kenton, Ohio; J. A. Montgomery, manager of traffic and So 
portation of the California Grape and Tree Fruit League of S 
Francisco, and O. Keith Owens, president of the National Asmosiatic ion 
of Hothouse Vegetable Growers. 

(The prepared statements referred to follow :) 


STATEMENT OF O. KEITH OWEN, PRESIDENT, NATIONAL ASSOCIATION oF Hornovus! 
VEGETABLE GROWERS 


Mr. Chairman and members of the committee, my name is O. Keith Owen 
I am a resident of Terre Haute, Ind., and am president of the National Associa 
tion of Hothouse Vegetable Growers. Tho hothouse vegetable growers of this 
country are vitally interested that the authority to trip-lease motor vehicles 
exempt under the agricultural exemption of section 208 (b) (6) of the Inte 
state Commerce Act, be maintained. The Interstate Commerce Commission’s 
regulation prohibiting trip-leasing, if put into effect, would work a severe hard 
ship on our industry, an unwarranted hardship, in our opinion. It is for this 
reason that we support Chairman Wolverton’s H. R. 3203. 

Our industry must have motor transportation at reasonable cost to transport 
its products to market. Tomatoes, cucumbers, and lettuce, for example, are three 
of the principal products of the hothouse vegetable industry. According t 
the United States Department of Agriculture, in 1950 60 percent of the to- 
matoes, and an even larger percentage of the cucumbers, produced in this coun 
try were transported to their principal markets by truck, and 41 percent of the 
lettuce produced domestically was transported to its principal markets by truck 
Thus it can be seen that motor transportation has become an integral part of the 
operation of the hothouse vegetable industry. 

As is well known to this committee, motor vehicles which transport agricul- 
tural commodities are by statute exempt from Interstate Commerce Commissio1 
regulation except as to certain safety requirements. Exempt carriers tra! 
port our products to market. They lease their trucks to certificated carrier 
for the return trip. It is our considered judgment that, if this practice of trip 
leasing is abolished, the cost to us of having our products transported to market 
might be so high as to be almost prohibitive. This is because it is simply un- 
economic for a motor vehicle to transport a load of vegetables to market and then 
have to return empty to its home base, perhaps a thousand or more miles away. 
It would be impractical for these c: cea of agricultural products to lease their 
equipment for a minimum of 30 days, as would be required by the Interstate 
Commerce Commission’s regulation. 

Flexibility is the essence of successful truck transportation in the fruit and 
vegetable industry. A prohibition against trip-leasing would probably result 
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n the loss to us of many of our markets, since it would be impossibe to find trans- 
yortation to a given point when and as needed. 
' We believe further that a prohibition against trip-leasing would have the effect 
f putting many of the independent haulers of agricultural commodities, upon 
whom we now rely, out of business. If this happens we do not believe that for 
some time to come the certificated motor carriers and the rail carriers could 
meet our needs. They might never be able to meet them as satisfactorily as 
ey are being met under the present system, particularly with respect to sched- 
ules. 
For the reasons stated above, among others, we express ourselves as being 
n support of H. R. 3203. 
Thank you, Mr. Chairman and members of the committee, for this opportunity 
to present to you our views on this important subject. 


STATEMENT OF J. A. MONTGOMERY, MANAGER, TRAFFIC AND TRANSPORTATION, 
CALIFORNIA GRAPE AND TREE FRutr LEAGUE, SAN FRANCISCO, CALIF., IN SUPPORT 
or H. R. 8203 
The California Grape and Tree Fruit League is a voluntary nonprofit associa- 

tion, having a membership of over 250 growers and shippers of fresh deciduous 
ree fruits and grapes produced in the State of California and marketed in all 

f the States of the Union and in many foreign nations. 

The average annual production of such commodities moving interstate is in 
excess of 50,000 carlot equivalents—there having so moved in 1952 a total of 
55.600 carloads, of which number 42,995 moved in rail freight service, 5,255 cars 
via Railway Express and 7,350 carlots by truck, almost entirely by agricultural 
exempt haulers. The importance of these exempt haulers to our industry can 
best be shown by the rapid expansion of this method of transportation. For 
the year 1946 there were only 1,411 carlots moved by truck. In 1949 this had 
increased to 3,655 carlots and in 1952, there were a total of 7,350 carlot equivalent 
shipments handled by these trucks. A considerable percentage of such ship- 
ments were to destinations west of the Mississippi River, although a substantial 
number moved into the East, a few as far away as Florida. The overall move- 
ment of perishables, including citrus, fresh vegetables, melons, and nuts 
increased from 10,049 carloads in 1946 to 51,151 carloads in 1952 according 
to the Federal-State Market News Service Reports. 

The remarkable increase in the volume of truck traffic is due to the ad- 
vantages of the services rendered by the exempt haulers; the availability of 
equipment during period of freight and railway express reefer shortages; the 
apidity of their schedules which are equal to and sometimes faster than ex- 
press, their careful handling in transit and good condition of the fruit when 
delivered at destination; their ability to pick up shipments wherever the de- 
mand may exist, often at points not possible of being served directly by rail- 
roads or by certificated motor carriers; and the fact there are no limitations 
placed on the route of travel or destination of shipment. 

Transportation advantages offered by agricultural exempt haulers have made 
it possible to supply many markets which are not on the line of travel of the 
rail lines or the certificated motor common carriers, with adequate supplies of 
these essential foods, in excellent condition and at reasonable costs. They are 
free to make as many stops for partial unloading in transit as may be needed, 
thereby enabling a wider distribution of these commodities. These conditions 
have encouraged growers to increase their planting and production, there hav- 
ing been created a greater sales outlet than was ever before possible. 

The provision of the order of the Commission in Zw parte MC-48, regulating 
leasing practices by requiring that all leases shall be for a period of not less than 
30 days, would in effect put the exempt haulers out of business. If they are 
not to be permitted to make trip leases of equipment they would be compelled 
to make their charges so high as to destroy their usefulness as neither shippers 
nor receivers could pay the rates necessary to be assessed by reason of having 
to return empty. 

The purpose of all regulations should be to serve the public interest. The 
public interest will best be served by serving the interest of all shippers and 
receivers of perishable agricultural products in the safe regular movement of 
their goods at the lowest possible rates. This truck-leasing provision would 
go so far as to deprive the agricultural interests of the Nation of a very flexible, 
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efficient, and most satisfactory type of carrier. This important segment 
the agricultural industry of the State is absolutely opposed to any regului 
adversely affecting the availability and flexibility of the services of the ag 
cultural exempt haulers. 

We respectfully request the committee to approve H. R. 3203. 


STATEMENT OF VERIL BALDWIN, PRESIDENT, NATIONAL ONION ASSOCIATION, KEenvto 
UOHI0, IN SupPort or H. R. 3203 


My name is Veril Baldwin, of Jackson, Mich. I am a grower and shipper of 
carrots, onions, potatoes, and other vegetables. I am appearing on behalf 
the National Onion Association of Kenton, Ohio, of which I am the president 
This is a national trade association covering all phases of the onion industr 
production, marketing, and distribution—and is countrywide in its members 
and interests. I am also appearing for the following nonprofit trade associat 
representing growers and shippers of fresh fruits and vegetables: 

Michigan Celery Promotion Association, Inc., Beulah, Mich. This is an ass 
ciation of celery growers and distributors which represents approximate! 
percent of the total Michigan celery crop. 

Michigan Potato Industries, Jackson, Mich. This is an association wh 
represents growers, shippers, distributors, and processors of Michigan potatoes 
of which I am also president. 

Michigan Agricultural Conference, Lansing, Mich., which is comprised of 80 
statewide agricultural associations representing all phases of Michigan agri 
ture. 

The members of the National Onion Association, Inc., the Michigan Celery P: 
motion Association, Inc., the Michigan Agricultural Conference, and Michi 
Potato Industries favor the enactment of H. R. 3208. 

The onion, celery, and potato growers of Michigan are dependent upon 
agricultural haulers for the speedy and orderly distribution of their crops. A: 
shortage or reduction in the number of motor carriers available for the movem 
of these perishable commodities would be a severe blow to our industries 

The following figures will illustrate the extent te which the growers and sbi 
pers in Michigan are dependent upon truck transportation to move their o1 
crop: 


Sixty to seventy-five percent of these shipments are handled by trucks whi 
are owned and operated by the driver. They would, therefore, be adversely 
fected by a minimum 30-day leasing restriction. 

For many years I have been a firm champion and advocate of railroad servic 
versus truck service in the handling of various agricultural products, especially 
perishables, but the services of the truck industry in recent years have been s 
compelling in their efficiency compared with rail movement that it is necessar 
for us to use the truck services to a greater and greater extent each season. 

In our own business, we are located on the main line of the New York Centr: 
Railway at Jackson, Mict \s an example of the rail service available, it almost 
invariably takes 3 days after we place an order for an empty refrigerator car 
to become available for loading. The time for delivery to market after the ¢ 
is loaded and billed to Atlantic coast markets would be 5 to 7 days, or a total of 
9 or 10 days from the time the car is ordered until the time of deliveries on the 
market. This compares with second- and third-day delivery by truck to the same 
markets 

The railroads have lost the fruit and vegetable business by lack of availab! 
equipment and the poor transit time from shipping point to market. They 
canot offer the flexible type of service we now enjoy by using the agricultura 
hauler. One contributing factor to this situation is the ever-increasing cost of 
labor which makes it more and more necessary for quick and efficient handling 
of fresh fruits and vegetables with a minimum amount of transfer loading a! 
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loading, all of which costs money and increases the cost of food. Any change 

regulation that will curtail or hinder the present flexibility of movement by 
trucks handling agricultural perishable foods will certainly result in immediate 
increases in the cost of food, and will certainly result in loss of crops that will 

e unable to move from the production area. 

In my own handling of onions and potatoes in particular, from Michigan this 
past season, it is my opinion that 95 percent of the tonnage moved was moved by 
trucks enjoying return loads through trip leasing I have every reason to think 

t this same percentage would apply to any and all other handlers and shippers 

f fresh fruits and vegetables. 

| have read the statement of Durward Seals, traffic manager of the United 
Fresh Fruit and Vegetable Association, supporting the enactment of this bill and 
I am thoroughly in agreement with that statement. I particularly want to 
efer to that portion of the statement dealing with an inadequae supply of 
RS-type refrigerator cars. To my personal knowledge, these car shortages have 
existed for many years and in some cases we have been unable to secure refrig 
erator cars for a period of 5 or 6 days or longer. This is one of the reasons for 
the development and expansion of the movement of fruits and vegetables by 
motor carrier, particularly the agricultural exempt haulers. 

The National Onion Association and the other organizations which I am here 
epresenting respectfully request that this committee approve H. R. 3203. 


\ VERIFIED STATEMENT OF WILLIS R, DEINES, TRAFFIC MANAGER, TEXAS CITRUS AND 
VEGETABLE GROWERS AND SHIPPERS, HARLINGEN, Tex. 


Mr. Chairman and members of the committee, my name is Willis R. Deines. 
Iam and have been for the last 10 years traffic manager of Texas Citrus and 
Vegetable Growers and Shippers, whose offices are at 306 East Jackson Street, 
Harlingen, Tex. 

This statement is submitted on behalf of the more than 150 members of this 
trade association who normally ship in interstate commerce more than 50,000 

irloads of fresh fruits and vegetables annually. These shipments are originated 
n the various producing sections throughout the State of Texas and are trans 
ported by both rail and truck to cities throughout the United States and Canada. 

Transportation is a most vital factor in the distribution of our fruits and 
vegetables, due to their perishable nature. It is essential that our industry’s 
ransportation facilities be adequate, dependable, and flexible, as well as avail 
ible at a cost the industry can bear. The largest single cost factor incurred in 
the marketing of our products is transportation, and it is a cost that cannot be 
passed on to the consumer but must, on the contrary, be absorbed by our 
industry. 

We are therefore strongly in favor of H. R. 3203, as it constitutes legislation 
that will preserve the practice of trip leasing among motor carriers and thereby 
retain for our industry a pool of motor-carrier equipment that is indeed essential. 

Motor carriers hauling fruits and vegetables, as well as other agricultural 
products, are exempt from regulation by the Interstate Commerce Commission 
except as to qualifications and maximum hours of service of employees and 
safety of operation or standards of equipment. These exempt haulers provide 
our industry with specialized equipment which is necessary to protect our 
perishable products, and they transport them to near and distant markets. They 

» lease their equipment to certificated carriers for the return hauls: without 

return payload the charge for transporting our commodities would have 
to be doubled, and this cost would of course be prohibitive. The exempt hauler 
would be forced out of business 

rransportation of Fresh Vegetables, 1952, a study by the Defense Transport 
\dministration, Washington, LD. C., was issued in December 1952, and reports 
on page 54 therein indicate that in 1951 a total of 51,994 carlots of vegetables 
were shipped from Texas by rail and truck. Of that total, 25.287 carlots were 
shipped by rail and 26,707 carlots were shipped by truck. On page 32 of this 

ine study it is estimated that in 1951, for the entire country, 45.3 percent of 

fresh vegetables moved by rail and 54.7 percent by motortruck, 

The commodities handled by our industry are seasonal and highly perishable 

he harvesting and shipping season extends generally from about October 1 each 
vear to the following August 1. During this period of time, shipments by both 
rail and motortruck are very heavy, and in some instances the railroads are 
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unable to furnish a sufficient number of cars to properly handle the shipments 
that move by rail. 

During the past few years, a number of packing plants have been built in this 
area that are not served by a railroad, and a great number of the wholesale 
houses and distributors in the northern and eastern markets are not situated 
on a railroad siding. This either requires additional loading and unloading at 
destination points or means that the shipments must be made by motortruck. 
If the shipments have to be unloaded from rail cars, placed on motortrucks and 
moved several blocks or in some instances several miles, this is not only an 
additional expense but in many instances, inasmuch as the goods are highly 
perishable, they are often damaged by extreme temperatures and the resale 
value is considerably less. 

Shipments that move by exempt motor carriers move out as soon as the load 
is completed instead of having to wait several hours to make up a train if the 
shipment goes by rail. The intransit time is generally from a third to a half 
less if by exempt motor carrier rather than by rail. If it goes by exempt 
motortruck it can go through to destination without the necessity of meeting 
other schedules at other rail terminals where the trains are broken down and 
he cars reassembled for certain destination points. If the load moved by 
exempt motortruck, it can back up to the receiver's door and be unloaded with a 
minimum of time and expense and be placed in refrigerated rooms in a matter 
of minutes after arriving. Loss-and-damage claims on shipments by motor 
carrier are infinitesimal as compared with rail shipments. 

In many instances where the shipments are by motorvehicle common carrier 
it is necessary to interchange the trailers at various points along the way, and 
in some instances the loads are actually unloaded from one trailer and reloaded 
upon another trailer before proceeding on to destination. In instances where 
a carrier has authority to operate only in a certain area, he must make arrange- 
ments with connecting carriers to transfer the lading from one trailer to 
another, and if the connecting carrier does not have the proper equipment 
available at such conneeting point the cargo is then placed on a dock to remain 
until such time as proper equipment is available. This results in spoilage, delay, 
and loss. Consequently, the common carrier moves only a very small portion 
of the fruits and vegetables shipped from Texas by truck. 

This leaves a large majority of the produce from this area to be moved by in- 
dependent operators who own, manage and, in most instances, drive their own 
equipment. It is a business with them because they can move from place to 
place as shipments are available, and keep their equipment in operation 12 
months out of the year. In most instances they drive or operate their own 
equipment and thereby are able to keep the mechanically controlled units in 
proper operation and at the proper temperatures, with a minimum risk to the 
contents of these units. 

The cost of rail transportation and the comparative service provided by the 
railroads has caused a great diversion in the volume of our commodities from 
rail to exempt motor carriers. Due to the perishability of our products the 
motor equipment is of a highly specialized type requiring skilled, experienced 
personnel. Regulated motor common carriers are not interested in nor ade- 
quately equipped to replace the exempt private carriers who now move approxi- 
mately 90 percent of the produce shipped from Texas by truck. H. R. 3203, by 
preserving the practice of trip leasing among the motor carriers, will retain for 
our industry motor-carrier facilities that are vitally needed. 

For the above reasons we respectfully urge this committee to approve H. R. 
3203. 
Dated at Harlingen, Tex., April 17, 1953. 
Wits R. Dernes, 
Trafic Manager, Texas Citrus and Vegetable 


Growers and Shippers, Harlingen, Tee. 
STATE oF TEXAS, 


County of Cameron, 88: 

Willis R. Deines, being first duly sworn, on oath deposes and states he is the 
person who signed the above and foregoing verified statement; that he has read 
the same, and that the statements therein contained are true and correct to the 
best of his knowledge and belief. 


Wits R. Dernes. 
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Subscribed and sworn to before me this 17th day of April 1953. 


JEAN MCcALPIN, 
Notary Public, Cameron County. 
My commission will expire June 1, 1953. 


TESTIMONY OF RicHarD P, WHITE, EXECUTIVE SECRETARY OF THE AMERICAN 
ASSOCIATION OF NURSERYMEN, INc. 


My name is Richard P. White, executive secretary of the American Associa- 
tion of Nurserymen, Inc., 635 Southern Building, Washington, D. C. 

This association is composed of approximately 1,500 farm and ranch owners, 
These farms and ranches are located in every State of the Union except Mon- 
tana, Nevada, and Wyoming. ‘They produce crops in general known as nursery 
stock or horticultural speciality crops, such as fruit and nut trees, small fruit 
plants, shade and other trees for highway, park, street and home plantings, 
shrubs and ground covers for both beautification and soil-conservation use, and 
also forest-planting stock, as well as general farm crops which are used in ro- 
tation. 

Distribution from these farms is by all means of transportation—freight, both 
carload and 1. c. 1, express, motor carrier, both common and leased, parcel post 
and air, depending upon the commodity, volume to a single consignee, urgency 
of movement, safety in handling required, and other factors. 

Approximately 25 percent of the total distribution of nursery stock from the 
farm to retail outlets is by means of farm-owned and farm-operated trucks, and 
75 percent by purchased transportation. Of the purchased transportation, a 
study in November 1948 showed that 85 percent of the nursery stock moved by 
rail, either by freight, express, or parcel post; 13 percent by certificated carriers, 
and only 2 percent by exempt agricultural truckers. However, there has been 
a decided trend toward the use of motortrucks, due to increased freight and ex- 
press rates, and decreased service by both. It is now estimated that, of all pur- 
chased means of transportation, not over 65 percent is by rail, with increases to 
25 percent by certificated common carriers and 10 percent by exempted agri- 
cultural trucks. The reasons for this decided shift are (1) cheaper transpor- 
tation, (2) service direct from farm to retail outlet with a minimum of handling, 
(3) prompt delivery without delay in transit. 

The movement of these commodities is naturally from the rural to the urban 
areas. Nursery stock is not the most desirable cargo. Trees and shrubs when 
shipped in bundles or packages or even boxed or crated are a low-density com- 
modity known as balloon freight. Evergreens shipped with a ball of earth, 
wrapped in burlap and commonly known as “Balled and burlapped,” or simply 
“B and B,” is of high density and more desirable cargo from this viewpoint, but 
requires special handling or special equipment to prevent damage, and so is not 
sought after by the general “for hire” trucker. 

The result is that nursery stock is generally avoided as cargo. Delays in 
transit, especially at transfer points, are occasioned. Many certificated carriers 
refuse nursery stock at transfer points for the valid reason that their franchise 
purposefully does not include it. Quotations from two members’ letters will 
illustrate the point. From Boxwood Gardens, High Point, N. C., July 22, 1946: 

“We have had several of the trucking lines refuse to accept such shipments. 
their excuse being that they could not be bothered by having to stop at inspection 
stations, etc. * * * We have had to decline a large order going to Massachusetts 
on this account.” 

From C. R. Burr & Co., Inc., Manchester, Conn., December 3, 1952: 

“One of the principal complaints we encounter is the irritation of many car- 
riers over the transporting of so-called ‘balloon freight.’ * * * Another thing that 
has caused much difficulty is the shipping of balled shade trees which again take 
up a tremendous amount of space and are easily broken and damaged, but do 
not provide much revenue because of their comparative lack of density.” 

Common carriers do not, in general, want our traffic unless it is of sufficient 
volume to go in truckload lots, and regular enough to warrant the construction 
special equipment inside the truck so maximum use of cubic content can be 
ad. 

The 82d Congress, Public Law 472, clarified the term “agricultural commodi- 
ties” with the objective of removing any doubt as to the agricultural nature of 
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nursery stock, bulbs and florist’s stock, for the purposes of the agricultury 
exemption in clauses (4a) and (6) of subsection (b) of section 203 of the Inte; 
state Commerce Act. 

In testimony presented before the Senate Interstate and Foreign Commerc 
Committee on 8. 2357 (Public Law 472) the principal reason presented for thes 
amendments was to provide a needed flexibility to the truck distribution of 
nursery stock, which could not be provided by the common carrier. In econelud 
ing testimony on 8S. 2357, 82d Congress, I stated: 

“TI. It is important that all types of this perishable commodity, nursery stock 
be delivered as soon as possible to the retail outlet and from there to the ult 
mate consumer in order to prevent deterioration during transit. The most im 
portant type of nursery stock to have delivered direct from the nursery far 
to the retail outlet is the ‘balled and burlapped’ nursery stock, to which I have 
perviously referred. This nursery stock is lifted from the ground with a ba 
of earth about the roots which is wrapped in burlap in order to maintain a soli 
ball of earth about the roots. Some nursery stock must be moved with a hal 
of earth, while others can be moved bare-root. 

“A nurseryman or a consumer who knows how to handle nursery shock wi! 
always h. ndlea ‘B, and B.’ plant by lifting the ball. The uninitiated, such as true} 
drivers, find it easier to transfer the nursery stock from one truck to another 
or from one truck to a loading dock and then onto another truck, by grasping 
the top of the plant. This is, of course, the easiest way to handle it becaus 
there is less stooping over. However, it is very harmful for ‘B. and B.’ nursery 
stock because every time a ‘B. and B.’ plant is handled by grasping the top of th 
plant, there is a strain put about the roots. Once a ball is cracked, it is ques 
tionable whether that plant will survive in the transplanting process. Conse 
quently, even though we could secure transportation by certificated carriers of 
nursery stock from farm to retail outlet, in many cases it would have to « 
through transfer points subject to possible delay and always subject to one « 
more extra handlings which would seriously endanger the continued life 
the plant itself.” 

The importance of direct farm to retail outlet delivery by experienced agricu! 
tural truckers is just as important today as it was in 1952. This type of ex 
perienced handling cannot be had with the ordinary common carrier. The trend 
toward use of common carriers reported earlier is by using especially equipped 
common carrier trucks under special arrangements and exempt haulers. 

Since nursery stock moves toward urban areas the exempt agricultural trucker 
has no opportunity to return with an agricultural commodity. His return load 
if any, must be nonagricultural in nature, for which he has no permit. Evo 
nomical use of the trucking facilities of the country has no provision for empt) 
trucks going over the road from an industrial area where goods are manu 
factured to rural towns and communities where nursery stock is grown. 

It has been the economical practice, therefore, for our exempt agricultura 
truckers picking up nursery stock at our farms, and fanning out first to on 
delivery point, probably a retail nursery or retail garden shop, then to another 
to lease their equipment to a common carrier for the return trip. If sucl 
leases cannot be made for a period of less than 30 days as required by rule 
207.4 (a) (3), then the whole purpose of Public Law 472, 82d Congress, becomies « 
parody insofar as nursery stock in concerned. Public Law 472 ensured a muc! 
needed flexibility in the distribution of nursery stock, that certificated carriers 
could not provide. Rule 207.4 (a) (3), if allowed to stand, prohibits what 
Public Law 472 was supposed to provide. 

There is a very large wholesale nursery in Milford, Del. A year ago this 
nursery was delivering truckloads of nursery stock to Levittown, Long Island 
by an agricultural trucker who had equipped his trucks with special racks and 
provided trained handlers for the shipper. This trucker would pick up a retur! 
load on a trip-lease arrangement. Before Public Law 472 was passed, the Inte! 
state Commerce Commerce Commission insisted that this trucker, the Reed 
Trucking Co., Milton, Del., had to have a certificate to haul nursery stock fron 
Milford, Del., to Levittown, Long Island. Application was made. Applicatio! 
was denied on the testimony of a competing trucker who testified he had the 
equipment to haul the nursery stock and that certificated carriers were avai 
able. The result was delays and unsatisfactory service due to inexperienced 
handling and a transfer in New York City from one certificated carrier 
another. 
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in view of the real need of the nurserymen for a certain degree and amount 
of flexibility in our motor truck distribution, it is urged that this committee 
der a favorable report on H. R. 3203 as soon as possible. 
Mr. Hate. There being no further witnesses this afternoon, the 
committee will stand adjourned until 10 o’clock tomorrow morning. 
(Whereupon, at 4: 15 p. m., the committee was recessed, to reconvene 
at 10 a. m., Wednesday, April 22, 1953.) 
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TRIP LEASING 
(Interstate Commerce Act) 


WEDNESDAY, APRIL 22, 1953 


Houses or REPRESENTATIVES, 
ComMitTree ON Interstate AND ForEIgGN CoMMERCE, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Charles A. Wolverton (chair- 
man ) presiding. 

The Cuatrman. The committee will come to order. 

I have an announcement that I wish to make, I regret the neces- 
sity of making such an announcement. I am greatly upset because 
it is necessary to make such an announcement. 

Yesterday, at the conclusion of the session of the House, the majority 
leader obtained consent to open the session today at 10 o’clock. Under 
the rules of the House, it is not in order for a committee to sit while 
the House is in session. Thus you can see that with the action that 
was taken yesterday and the rules as they are effective, it is impossible 
for us to have a hearing today at 10 o'clock. 

I have restrained myself from saying some of the things that are 
in my mind about an action of that kind having been taken without 
consultation with the chairman of committees and preventing hear- 
ings of the respective committees being held today and apparently, 
it would seem, without regard to the inconvenience of witnesses, im- 
portant individuals, who have come from all over this country to 
attend the several hearings of House committees. But there is nothing 
we can do about it. 

I do not know just what to do under the circumstances. You have 
just heard the bells ring to call us to the floor of the House to answer 
the rolleall. We will be kept on the floor of the House the rest 
of this day. I do not know what the program will be for tomorrow. 

I hope you can see from my manner, even though I have not said 
all that is in my mind, how greatly displeased I am about this action 
of the House that is inconveniencing so many of you who are here 
today to give the committee the benefit. of your knowledge with 
respect. to ‘this important matter that we have under consideration. 
I had hoped we could at least go on for a while this morning, but even 
that hope has been eliminated by the bells that I have just rheard. I 
cannot see that there will be any opportunity during the balance of 
this day for us to conduct our hearing. 

It has been suggested that we hold night sessions; it has been 
suggested that we start at 8:30 in the morning. It does not bother 
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me—TI can do it—but whether it would inconvenience other members 
of the committee and the witnesses is another question. 

I think the most I can say at the moment is this: I will ask you to 
keep in touch with the clerk, and whatever may be our program with 
reference to the balance of this day—which I do not think is very 
bright from the standpoint of holding a hearing—or whatever maj 
be the effect with respect to tomorrow, T do not know but will keep the 
clerk advised. 

Of course, I do not suggest this to you, except to those who would 
find it imperative under the circumstances to leave the city without 
being heard, but if you wish to file statements, of course, your state- 
ments that you wish to make will be made a part of the record in full. 
I can appreciate that does not give you, maybe, the opportunity you 
would like to have of delivering your message personally, but I can 
assure you that at least it will be made a part of the record, and I 
will see that it is either read to or read by the committee—whatever 
you have to say in that respect. 

Now, I will be glad to have any suggestions any member of the 
committee may wish to make, either supplementing or disagreeing 
with what I have said. 

Mr. Priest. Mr. Chairman, I share your feeling on this situation 
that has developed because of circumstances on the floor of the House. 
With a bill being considered under the 5-minute rule, it would not 
permit us even getting permission of the House to sit. We could do so 
under general debate, but, since it is under the 5-minute rule, we can- 
not even get permission to sit while the House is in session. And I 
doubt very much that there will be any possibility at all during today 
to hold a hearing. 

So I think, supplementing what you have said, our attention should 
be directed toward arranging a possible schedule for tomorrow. The 
session will probably last until 5:30 or 6 o’clock; so I see no possi- 
bility that we could get back here today. 

Mr. Hesexron. I wonder, under the circumstances, having in mind 
we probably would not need more than an hour or, at the most, an 
hour and a half of hearing, if it might be a source of convenience to 
the witnesses who want to testify if we could meet tomorrow, perhaps 
at half past 8 or a quarter of 9 and get in an hour of hearing. 

The CuarrMan. | am inclined to think the witnesses would be glad 
to come at any time we are willing to hear them. It would be a ques 
tion for the committee to decide whether they, in deference to the 
witnesses, in an endeavor to recognize their convenience, would be 
willing to meet tomorrow morning, if necessary, at 8:30 or even at 9. 
If that thought has any approval on the part of individual members, 
I would be pleased if a motion were made, and I will put the motion. 
However, I recognize the fact that Members of Congress have tre- 
mendous responsibilities and it is even difficult to be here at 10 o’clock 
in the morning with the tremendous mail that comes in, with a lot of 
questions that perhaps could not be answered quickly. So it is no easy 
matter to ask committee members, even though they have a desire to be 
helpful, to be here at an earlier hour than 10, With the work they 
have to do, with questions that arise that they must meet, it is just 
about impossible. So far as the chairman is concerned, I will be here 
at whatever hour is convenient to the committee. 
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Mr. Heseiron. I recognize the difficulty involved and the sacrifices 
that members have to make, and I am quite confident we would like to 
void these situations in the future, but, since we are faced with this 
ondition today and these people have to come back another day, I 
hink we should make a little effort to get here earlier tomorrow. 

Mr. Priest. May I simply offer this suggestion on the question of 

eting at an earlier hour? Would it be your intention to do so even 

hough we might assume that the House may again meet at 10 o’clock 
the morning, or would an earlier meeting of the committee be pre- 
licated on the fact we would go right on with the hearing ? 

The CHAIRMAN. In view of the fact we are losing all of today, if 
there Was an announcement that we would conduct this hearing even 
though the House should meet. at 10 o’clock tomorrow, which I think 
t is likely to do, I still think we could use that extra time to advan- 
tage. And I would like to suggest that we meet at 9 o’clock tomorrow 
morning. If there is any objec tion, I can readily understand the rea 
son: but, if I hear no objection, I will assume I would be authorized 
io call the meeting at 9 o’clock tomorrow morning. 

Mr. Kier. I have no objection. In all fairness to the committee, 
| think you have made it perfectly clear, but it takes me, I know, al- 
most 2 hours in the morning just to answer the first mail, and the rea- 
son for any reluctance that might be apparent to meeting at an earlier 
hour is that when we have a bill such as we have today and we know 
we have to be on the floor we cannot get back to our offices even to look 
tour mail. The girls, as you know, have to bring the mail over on 
the floor for us to take care of. So I think if there is objection to it, 
the witnesses here should appreciate it is not because of any re- 
luetance on our part but is due to the situation which we face. How- 
ever, | have no objection. 

The CuatrMan. It seems to me the general consensus on the part 
of the committee is that when we adjourn today it will be to meet at 
}o'clock tomorrow morning. If there should be any opportunity— 
ind I do not think there is the slightest possibility—at any time today 
to proceed with this hearing, I will see that the clerk has notice at the 
first moment and will contact at least some of you who could make it 
convenient to appear. As I say, I do not think there is any pos- 
sibility of it; but, if there is, I will be glad to do that. 

With that understanding, we will stand adjourned to meet at 9 
o'clock tomorrow morning. 
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THURSDAY, APRIL 23, 1953 


House or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 

The committee met at 9 a. m., Hon. Charles A. Wolverton (chair- 
man) presiding. 

The Cuarrman. The committee will come to order. 

I regret the necessity of our starting at this early hour, but the 
situation in the House is such that it offered no alternative to us. 
The House today is expected to go into session at 11 o’clock. That 
will give us at least 2 hours. I am inclined to think you will have 
longer than that today, due to the fact that there will probably be 
some time taken up with general debate, which will enable us to 
press ahead. 

I notice in the audience our esteemed friend, former Senator 
Wheeler, of Montana, who presided with such dignity and quality for 
so many years over a similar committee in the Senate to this, and I 
am very glad to have Senator Wheeler with us. 

It is also pleasing to note the presence of our former colleague on 
this committee, Mr. Lyle H. Boren, who has been in regular attendance 
at these hearings. 

Do you wish to make a statement, Senator Wheeler? 

Mr. Wueeter. Mr. Chairman, thank you for the compliment. 

I represent the teamsters union in this matter. We have had long 
hearings before the Commission both here in Washington and at St. 
Louis and other places, and then we tried it in the courts both in 
Indianapolis and Louisiana and the Supreme Court, and we have 
four witnesses, Mr. Frank L. Tobin, Mr. Evans, Mr. Nordan, and 
Mr. Hendra. 

Mr. Tobin will be the first witness. 


STATEMENT OF FRANK L. TOBIN, RESEARCH DIRECTOR, INTER- 
NATIONAL BROTHERHOOD OF TEAMSTERS, CHAUFFEURS, WARE- 
HOUSEMEN, AND HELPERS OF AMERICA 


The Cuarrman. How much time is it your intention to use? 

Mr. Tosi. I think I can get through in about 11 minutes, and our 
other witnesses will finish within half an hour. 

The Cuatmman. It is necessary for us to conserve as much time 
as possible, and I wish to commend the different organizations for 
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their assistance in the conservation of time and hope we can continue 
to have such cooperation. 

Mr. Tobin, will you give your full name and the office which you 
hold to the reporter? 

Mr. Torin. Mr. Chairman and members of the committee, my 
name is Frank L. Tobin. I am research director of the International 
Brotherhood of Teamsters, Chauffeurs, Warehousemen, and Helpers 
of America. 

I appreciate the opportunity of appearing before this committe 
to present the views of the union on H. R. 3203. 

Let me first make clear the interest of the teamsters’ union. The 
union has over a million and a quarter members, about 200,000 of 
whom are employed by motor-freight carriers. Most of our remain 
ing members are employed in allied fields closely related to, and 
necessarily affected by, over-the-road transportation. 

Anything that concerns the trucking industry concerns us. We 
cannot overemphasize our concern that sound and proper conditions 
be achieved in the motor carrier transportation of property. We 
want a vigorous, sound, and healthy trucking industry offering a 
safe, adequate, and economical means of trans ortation to the public 
Our general viewpoint was recently expressed by General President 
Dave Beck, as follows: 

I have always been a strong believer in cooperation with the motor-trucking 
industry and all industries employing our members and in the months and 

years to come I hope to see this cooperation grow and increase. 

The union strongly opposes H. R. 3203. We regard this proposed 
piece of legislation as the most important bill affecting the trucking 
industry to come before Congress since the Motor Carrier Act of 
1935. H. R. 3203 purports only to interpret one section of the act 
so as to deny to the Commission power to regulate the duration and 
compensation provisions of vehicle leasing by motor carriers. But. 
in practical effect, the bill closely ap pronches a repeal of the oe ol 
Carrier Act of 1935. We believe reasonable regulation of 
motor carrier industry. For the same reasons that we would op bin 
repeal of that act we now oppose H. R. 3203. 

Now, let me tell this committee prec inely why I believe that pas 
sage of H. R. 3203 would be closely tantamount to a repeal of the 
Motor Carrier Act. That act followed conventional lines in imposing 
regulation. Only persons holding authorizations from the Commis 
sion could engage in the business, and their rates and various features 
of their service were subjected to the approval or scrutiny of t] 
Commission. The act was intended to regulate the supply of trans 
portation facilities and guard against an “oversupply of transporta 
tion which might lead to ruinous and destructive competition and 
inadequacy of service. Since safety on the highways was a para 
mount objective, many features of the act are intended to assur 
maximum safety conditions in the operation of these heavy vehicle: 
over the public-traveled highways. Only those persons could engag: 
in motor freight transporation for hire who could prove they were 
engaged in operations when the act was passed or who could establish 
they were “fit, willing, and able” to render a needed service. 

These conventional premises of regulation have been substantial]) 
undermined by the leasing practices of carriers. Many of our carriers 
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own only a few vehicles or even none at all. Actual transportation 
is in increasing measure being conducted by roving bands of indi- 
vidual truckowners. These individual truckowners are politely 
known as owner-operators and commonly called gypsies. Gypsies do 
not hold authorizations from the Commission, are complete strangers 
to its regulation, and in most cases presumably could not qualify as 
authorized carriers. But they are the substantial workhorse in the 
motor freight field today. 

How motor freight moves today is best explained by example. An 
authorized carrier, with offices in Ww ashington, is tendered freight for 
movement to C hies ago. The carrier does not own a single vehicle, 
but this gives him no difficulty. He knows that gypsies customarily 
congregé ite at certain taverns or gasoline stations. He sends his agent 
to such a hangout, or calls on the telephone, and strikes a bargain 
with one of the available gypsies to do the hauling. In legal ‘Tan- 
guage, the authorized carrier hires the gypsy as an independent 
contractor to haul for him and leases his vehicle for the j journey. 

This is the strange way in which a great deal of our motor freight 
is now moving. It has a number of specific, evil consequences which 
[ shall take up ina moment. But first let me notice what defenders 
of this system would say about this. It is explained very nicely and 
suavely that there are fluctuations in traffic volume and that par- 
ticular carriers cannot own enough equipment to take care of the 
peaks in demand for transportation service. So, in peak periods, 
authorized carriers augment their equipment by leases of vehicles. 
That is all that is involved—just a little augmenting of equipment 
through leasing practices. And all H. R, 3203 does is prevent the 
Commission from interfering with the business details of augmenting 
equipment by lease. But the true fact is that these leasing “practices 
are the method the authorized carriers have found to beat regulation. 

The state of the motor freight industry today is so abnormal and 
bizarre that I wish to dwell on it for a moment. Here we have 
authorized carriers, supposedly “fit, willing, and able” to render a 
public transportation service, who do not own any of the physical 
means to render service. They have to hunt up gypsies to undertake 
the service. The gypsies, though they abound in the field and do a 
substantial amount of actual hauling, are not under regulation and 
hold no certificates. Imagine how it would be if our telephone, or 
power, or other public services were conducted in this manner. Con 
sider the air carriers. How would it be if the certificated air carriers 
owned no planes, but hunted up gypsy plane owners to conduct their 
operations’ This whole trucking situation is thoroughly and utterly 
unsound, with the Commission purporting to regulate. the “authorized 
carriers,” who own no vehicles and do not actually render a service, 
but not regulating the gypsies who do own the vehicles and actually 
perform a transportation service. The Commission must reach this 
situation by regulating the authorized carriers in their leasing of 


gypsies 

Nobody knows today what percentage of the traffic is moved in 
vehicles owned by gypsies rather than vehicles owned by authorized 
carriers. The Commission does not know. Any figures you are 
quoted would undoubtedly place the amount of leasing much too low 
because carriers are defensive about the practice and tend to conceal 
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it. The teamsters union has frequently conducted roadchecks on 
highways throughout the Nation and has found that about 60 percent 
of the vehicles were gypsy “oper rated. 

At least one thing is clear. The amount of traffic being moved by 
gypsies is increasing and will continue to increase. The reasons for 
this will be obvious if you consider for a moment the relative positions 
of the carrier who owns its own vehicles and of the carrier who relies 
on gypsies. The first carrier has intially the investment in its own 
vehicles. The better carriers frequently have terminals at which 
mechanics and inspection men are on constant duty. They have 
safety and personnel departments. They employ drivers for their 
vehicles and afford them accident, sickness, vacation, holiday, and 
other customary benefits. All this involves elements of cost, but they 
are legitimate costs which should properly be borne by the shipper. 

Compare this carrier and its method of doing business with a carrier 
who resorts to gypsies. The gypsy repeats may have a desk, a tele- 
phone, and an ICC certificate. All other items of expense are avoided. 
The gypsy-operator engages a gypsy for all its operations, and shoves 
off on the gypsy, to the fullest extent possible, all elements of expense 
und risk. The customary deal provides the gyps ep a percentage 
of the revenue to be charged for his haul. The so-called carrier 
is thus always ahead since he puts in his pocket the spread between 
the rate and whatever the gypsy finds it necessary to accept for the 
haul. 

This brings me to account of the evils of the existing situation. A 
primary evil is the brutal competition offered to all forms of trans- 
portation by the gypsy method of operations. Legitimate truck oper- 
ators are being driven to the wall. Imagine the bitterness with which 
they survey the situation. While they endeavor to conduct a proper 
and decent business in an acceptable manner, they find themselves 
squarely up against the competition of the gypsy method of opera- 
tions. The gypsy operator is in an ideal position to cut rates, and is 
a frequent rate cutter. The eventual result is that the legitimate 
operators are forced into gypsy operations. The whole process is 
dragging the trucking industry down to its lowest common denomi- 
nator. It is not only the trucking industry which is affected. The 
rails too are feeling the effect of gypsy operations. 

The better elements in the trucking industry are bitterly opposed to 
the type of trucking operations which relies extensively or entirely 
on gypsies. So are the railroads. In the proceedings before the 
Commission involving this leasing question, about which I will have 
more to say in a moment, many “of the legitimate carriers and the 
railroads took a very vigorous position against these unrestricted 
leasing practices. The railroads filed a br ief pointing out the many 
evils and the doubtful legality of the present so-called leasing prac- 
tices of motor carriers. Some of the motor carriers are appearing 
before this committee to describe how they are affected. 

A second evil of the system is the manner in which it exploits 
gypsies, many of whom are members of our organization. The 
gypsies purchase a motor vehicle on time in the belief they are be- 
coming independent businessmen, and then solicit the authorized car- 
riers for loads. The carriers, holding certificates but owning no 
trucks, drive hard Sonmnien with these gypsies, many of whom are 
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ignorant and needy. In effect, the authorized carriers levy toll on 
these gy psies for selling them the protection of their certificate. Some- 
times gypsies are enticed into the field by the glowing advertisements 
of the authorized carriers. Some authorized carriers finance the 
gypsies in purchasing a vehicle. The carriers purchase a number of 
vehicles at fleet discount rates, then resell them on time at retail rates 
to unfortunate gypsies. 

The turnover in gypsies is high. Great numbers of them lose the 

vehicles in which they invested their life savings. The financing 
agency repossesses them, and they are then resold to another sucker. 
I hope all these facts are borne in mind in the event it should be urged 
before you that the gypsies are to blame for existing conditions and 
for the flagrant violations of safety regulations on the highways. It 
is not the gypsies who should bear this blame, but the authorized 
carriers Who exploit them. 

This leads me to a third outstanding evil of the present system— 
the manner in which the system practically guarantees that safety 
violations will be maximized. Safety on the highways, was of course, 
a paramount congressional objective in passage of the Motor Carrier 
Act, and by it the Commission was granted ample powers to assure 
safe operating conditions. The Commission has imposed a number 
of rules which are salutary in and of themselves. Vehicles must meet 
certain prescribed requirements, and must be periodically inspected 
to see that they are adequately maintained. There are requirements 
with regard to lights, brakes, horns, steering mechanism, wheels, 
windshield wipers, and many other features which affect the safety 
of the vehicle’s operation. Drivers are required to take physical 
examinations and hold medical certificates establishing that they are 
physically qualified to drive. They may drive no more than 10 hours 
at a stretch, must then rest 8 hours, and may not drive an aggregate 
of more than 70 hours in any week. Logs must be kept by the drivers 
containing their driving records. 

All these wholesome requirements are certain to be violated by the 
trip-leasing system. Let us examine concretely why this is true. 
When the authorized carrier, with a shipment but no vehicles, en- 
gages a gypsy to haul the load, is it reasonable to believe an authorized 

‘arrier will inspect the gypsy’s vehicle? The carrier wants the gypsy 
for a one-way trip, and has no reason to think he will see that particu- 
lar gypsy soon or ever again. An adeqaute inspection of the vehicle 
is relatively expensive, and the practical result is that the carrier can- 
not afford to inspect the vehicle. There may be rules that the carrier 
must inspect vehicles so engaged, but the economic reality is that these 
rules will be violated. 

Yet it is the gypsy vehicles above all which most need inspection. 
Thy gypsy, as I have said, is driven by economic necessity and can- 
not afford adequate inspection and maintenance. He cannot afford 
either the cost of garaging his vehicle, or the necessary idleness of 
the vehicle while it is garaged. 

Now let us consider the safety regulations from the aspect of the 
driver. The authorized carrier, even assuming he cares about the 

matter, has no means of checking the gypsy’s representations as to 
his recent driving record. The carrier cannot know whether the 
gypsy he hires has just completed a 24-hour stretch of driving or has 
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taken his required rest. The gypsy is under compulsion to keep mov- 
ing in order to make ends meet. The same truck stops where he may 
dicker for business with authorized carriers, provide the unfortunate 
gypsy with “No-doz” pills and other similar stimulants. As the gypsy 
moves about the country, jumping from carrier to carrier, there is 
absolutely no control or supervision over him and it is an absurd pre- 
tense to claim otherwise. 

I am merely hitting the highspots of some of the results of the 
gypsy system of operations. The gypsy drives through snow, sleet, 
and fog, and over icy roads. He feels he must in order to make his 
living. He usually gets paid on a basis of dividing the revenues to 
be earned, and he therefore wants only highpaying loads and avoids 
less well-paying traffic. He overloads because he earns more that way. 
When you read in the newspapers of these fantastic overloads of 100,- 
000 or 125,000 pounds, you can be almost certain a gypsy is at work. 
The gypsy frequently lacks insurance, and the public is unprotected 
whenever it cannot be established that his operation was in the service 
of a particular carrier. Often the gypsy may be hauling simultan- 
eously for several carriers and each disclaims responsibility for his 
actions. Frequently, the gypsy steps over the thin line and under- 
takes to deal directly with shippers. 

The scheme of regulation becomes farcical under existing condi- 
tions. The Commission does not even regulate the real carriers, and 
the ostensible carriers it does regulate do not really move freight. The 
reasonableness of carrier rates ought to be a matter of primary con- 
cern to the Commission. Rates are, of course, intended to be a re- 
flection of costs. But what are the costs of the “authorized carrier” 
who engages in gypsy operations? They are merely a reflection of 
how great the need has been of the gypsies with whom the carrier 
dickers. If the gypsies are pressed and can be haggled into carry- 
ing for little more than gas money, the costs to the authorized carrier 
may be very low. 

The Commissien is also charged with the responsibility of regu- 
lating the number of authorized carriers so as to assure the objectives 
of the national transportation policy. It passes upon applications 
for new certificates, or for an extension of operating routes under 
existing certificates, and grants or denies such applications depending 
upon the volume of existing service and the consequent public need. 
But these are matters which defy a realistic determination under 
present conditions. Actual transportation is being performed in sub- 
stantial measure by gypsies, and the Commission has no means of 
getting at the volume and adequacy of the service being rendered. 

These so-called ]s.sing practices provide all sorts of opportunities 
to frustrate regulation. If a carrier wants to proceed beyond his 
certificated area, he can make reciprocal arrangements with a carrier 
having authority to serve in the adjoining area. When the vehicles 
of one cross into the territory of another, the magic of a lease takes 
place, and the first carrier borrows the temporary protection of a sec- 
ond carrier’s certificate. 

The trip-leasing system of carrier operations has its advocates. 
Among them are the irresponsible elements among the authorized 
carriers who are beneficiaries of the system. The agricultural com- 
munity also appears to believe that the system is beneficial to it. Ve- 
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hicles, when carrying agricultural commodities, are exempt from 
regulation and the owners of such vehicles, having delivered their 
products to market, desire to “lease” the vehicles to authorize carriers 
as a means of obtaining a back haul. The trip leasing of so-called 
exempt vehicles is merely one aspect of the gypsy system of opera- 
tions. The consequences of trip leases are the frustration of regula- 
‘on, unsafe and unsound operations, and the deterioration of our 
ransportation system through unfair competitive practices, and these 
ire the consequences, whether or not the vehicle leased was recently 
aged in the movement of so-called exempt commodities. 
he agricultural community wants too much. Their basic quarrel 
; with regulation of the trucking industry and the safety rules. Ad- 
erence to regulation and to safety requirements costs money. The 
rip-leasing system destroys regulation, dooms safety observance, and 
s against the public interest. But this appears not to concern the 
iricultural community. 

Consider the following language which I quote from a petition 
recently addressed to the Interstate Commerce Commission by the 
Vegetable Growers Association of America: 


eng 
i 


rhe rigidity of the framework within which the regulated motor carriers must 
yerate would preclude their furnishing the flexibility, efficiency, and rapid type 
‘ service needed to get perishable commodities to market in good marketable 
ondition. 

What does this language really mean? In all fairness, I think this 
inguage must be recognized as a fair warning that the agricultural 
ommunity, in transporting its products, does not wish to adhere to 
-y “ety requirements or reasonable regulation applicable to everyone 
Please remember that the agricultural community now has an ex- 
inption enjoyed by no one else. Having been given a great concession, 
they want still more. They are not satisfied that there is no regulation 
of the transportation of their products to market. They want to be 
free, through the trip-lease device, to have their vehicles then engage 
n general haulage. When they both haul agricultural products to 
narket and general commodities on a back haul, they engage in a 
general transportation business and should be subjected to regulation 
is everyone else is. 
| hope I have succeeded in demonstrating to this committee that, 
f authorized carriers have unrestricted freedom to continue the gypsy 
\rip-leasing system of operations, regulation of the trucking industry 
by the Interstate Commerce Commission is essentially destroyed. My 
nion is frank to state to this committee our belief that the Motor 
Carrier Act might as well be repealed if the Commission is to be denied 
power to regulate trip leasing by enactment of H. R. 3203. There is 
io use to have the pretense and expense of regulation if the Commis- 
‘ion is to be denied the power to regulate leasing which is so impera- 
tively necessary. 

In conclusion, I wish to appraise H. R. 3203 briefly in terms of its 
istorical perspective. The Motor Carrier Act of 1935 was originally 
assed to establish stability in an industry plagued by an oversupply 

of owner-operators whose destructive competition meant inadequate 
service and unsafe operations. Certain authorized carriers chafed 
ner regulation, liking its benefits but irked by some of the penalties 
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and restraints. The way to beat effective regulation was gradually 
shown to be a resort to gypsy operations—own no vehicles, have no 
employees, accept no responsibility for either vehicles or employees, 
but use and exploit gypsies to perform transportation. 

There was such a discernible trend to gypsy operations that the Com 
mission was concerned by 1940. The war interfered with the Commis- 
sion’s study of the problem but by 1946 the problems created by leas- 
ing were again under active consideration. Hearings on the problem 
were first to be held in 1947 but administrative processes work slowly. 
It was the winter of 1948-49 before hearings were held and it was 
May 1951 before the Commission processes were exhausted and a final 
decision reached. It was February 1953 before the course of litigation 
was run, and the Supreme Court finally upheld the Commission’s rules. 
Thus rules, controlling leasing practices, were rather clearly seen to be 
necessary as early as 1940 but were finally approved by the courts, as 
adopted, only a few months ago. 

The rules are not yet in effect. Now we are engaged in a struggle 
before this committee to prevent the overturn of rules which experi- 
ence has clearly shown have long been essential. Overturning the 
Commission’s leasing rules, by adopting H. R. 3203, would put us back 
in pre-1935 days. The decade of consideration of leasing problems by 
the Commission, several years of litigation, the work of the Congress 
in fashioning the Motor Carrier Act in 1935—all would be substan- 
tially nullified if H. R. 3203 were adopted. 

This committee of Congress should not only refuse to recommend 
H. R. 3203. It ought also to record its view as favoring the rules 
governing leasing which the Commission has prescribed and as favor- 
ing their early implementation and their subsequent vigorous enforce 
ment. This action would be of great benefit to the American trans- 
portation industry, to the men engaged in it, and to the public. 

Thank you very much. 

The Cuarrman. I wish to call the witness’ attention to the fact that 
he has consumed 28 minutes. 

Mr. Torry. Well, that is just a little over 11 minutes; is it not, sir? 

The Cuarrman. It just depends on how far over it is, in view of the 
fact this committee has to keep very sharply within its time. 

I merely want to ascertain if it is your intention to take the full 30 
minutes or divide it with the others. 

Mr. Tortn. No. The other witnesses will appear. They are here 
now. 

The Cuarrman. Notwithstanding your original statement that you 
would take 30 minutes, it now seems you want it extended. 

Mr. Wueeter. There are three other witnesses for the teamsters 
union. 

The CHatrMan. I want to call attention to the fact that the time 
of this committee is limited. It has been apportioned, and if the 
time is taken by the labor unions, it will detract from other truckers. 

Is it the intention of the other speakers of yours to speak along 
different lines? 

Mr. Tosrn. Yes, sir; they will deal with other phases of this. 

The CuatrMan. I do not know whether this arrangement of time 
has been agreed upon by the opponents of the legislation or not. If it 
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has been, it is now getting into a realm where some others won’t have 
as much time as they expected they would have. 

How long is it your intention, Mr. Evans, to speak ¢ 

Mr. Evans. Not nearly so long. 

Mr. Wueeter. Twelve minutes or less. 

The CuatrmMan. And, Mr. Nordan, for the teamsters’ union—how 
much time does he expect? [After a pause:] Will Mr. Nordan an 
swer the question as to time? 

Mr. Evans. I will answer for the three of us. My statement should 
not take over 10 minutes and the other 2 perhaps 5 minutes each. 

The CHatrMAN. Are there two more besides you? 

Mr. Evans. Yes, sir. 

The CuatrMAN. May I inquire from those who met here the other 
day in consultation or conference with the idea of conserving time 
whether there was an allotment of time between the different indus- 
tries? If there was such, I have not been advised of it. 

Mr. Tosrn. I can answer that. For the first day’s hearing, it was 
our understanding the first day’s session lasted 2 hours in the morning 
and 2 hours in the afternoon. We expected 2 hours yesterday in the 
morning and 2 hours in the afternoon. But, because of reasons beyond 
our control, we lost out yesterday. If we can have 2 hours this morn- 
ing and 2 hours this afternoon, which seems impossible, we would even 
up with what the other side had. 

The CHatrman., I intend to see that both sides have the same 
amount of time. 

Mr. Tosrn. With that much time, I think the opponents of this bill 
will have plenty of time to complete their full case. 

The CratrmMan. Mr. Greenberg, speaking for the motor carriers, 
are you in accord with the statement Mr. Tobin has just made with 
respect to the division of time? 

Mr. Greensere. I think I can say we are in accord with Mr. Tobin’s 
statement. 

The Cuatrrman. Now, Mr. Preston, are you speaking for the rail- 
roads ? 

Mr. Preston. We expect to offer the testimony of three witnesses 
and, by departing from the great length of those statements, since we 
are resorting to oral conde sation, we believe our entire presentation 
could be confined within an hour. And, if we absolutely have to do 
it, we would undertake to confine it within three-quarters of an hour. 

The Cuatrman., I hope you will have a full hour. 

Mr. Preston. Of course, in saying that, I do not have in view the 
time that might be consumed in responding to interrogations. 

The CuairMan. I wish we could do that, but that is impossible. 

Very well. It would seem as if everybody understands the allot- 
ment of time. 

Mr. Wheeler, you may call the witnesses to whom you have referred. 

Are there any questions of Mr. Tobin? 

Mr. Kuern. I have just one question. 

I think you made some reference in your statement to the fact that 
some of these so-called gypsy operators are members of the teamsters 
union, 

Mr. Torry. Yes, sir. 


33212—53——_ 8 





108 TRIP LEASING 


Mr. Kier. Do not all of the actual drivers of trucks have to be 
members of the teamsters union ? 

Mr. Tostn. There is no law compelling a man to be a member of the 
union. But in the hearings before the ICC and before the Senate a 
few gypsies have been brought in representing a nebulous association 
of gypsies, purporting to be s again the position ‘which I am taking here. 

But through all of the 5 years of hearings before the ICC and before 
the 2 lower courts and the Supreme Court, our monthly magazine, 
which has a circulation of 1 million, which goes to each of our mem- 
bers, has dwelt in full on our position be fore the ICC which is in line 
with the position we take here. And that has gone to all of the gypsy 
members of our union, and not 1 letter was produced; not 1 letter of 
uny description against our position has ever been received by the 
teamsters union. 

Mr. Kuiern. Would the fact that some of those drivers of trucks 
also own trucks disqualify them from membership ? 

Mr. Tosin. No. They are members, too. 

Mr. O’Hara. Mr. Tobin, how many of these teamsters belong to 
your union ¢ 

Mr. Torry. It is very, very difficult to give the exact number, 

[ would say in the neighborhood of 25,000. 

Mr. O'Hara. Do you think this ICC order, MC 43, would be help 
ful to the membership of your union ? 

Mr. Toxin. It would be helpful in this way: Our members who a 
driving on the highways day and night would have suflicient és 
tion; they would be able to be assured there would not be another 
driver on the road who had been driving 60 or 70 hours without sleep ; 
therefore, when they meet another truck head on, they would know 
the driver had the same rest requirement they have had. 

Mr. O’Hara. You are familiar with the testimony developed before 
the ICC on MC 43? 

Mr. Tosrn. Yes, sir. 

Mr. O’Hara. Was there any testimony to indicate the respective 
safety of the owner drivers as compared to the employee drivers! 

Mr. Tonrn. Oh. yes. We had 12 or 15 gypsies who testified, and 
they testified that the gypsy operators did not live up to any of the 
safety requirements. 

Mr. O’Hara. If that driver was on the highway driving a truck, 
would it make any difference whether he was carrying freight or car- 
rying produce for market ¢ 

Mr. Tosrn. When carrying produce for market, he is supposed to 
live up to the ICC safety regulations, too. But due to the fact that 
the ICC has no appropriation to enforce its actions, they have to go 
about it in this way. It is easier for them to get at the carrier than it 
is for them to get at 100,000 farm-to-market trucks. 

Mr. O’Hara. Every one of them is subject to the safety laws and 
regulations and the inspection laws of the States through which they 
travel, are they not, regardless of the ICC? Is not that true, Mr. 
Tobin? 

Mr. Tosin. I would think so. But the States have felt, since these 
people are in interstate commerce, it is the duty of the Federal Gov 
ernment to regulate the safety features of interstate commerce. 
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We have attempted to get the ICC to cooperate with the States, 
but for some reason they do not cooperate in the manner in which 
we would expect them to. 

Mr. O'Hara, Is it not a fact that the States have inspection stations 
long the highways and, regardless of whether a truck is a certificated 
truck of the ICC or merely in intrastate movement, they are subject to 
he inspection laws of the States? 

Mr. Toprn. Just a minute. They have the State stations you refer 
to, but only get a portion of the drivers. These gypsy drivers know 
when those stations are open, and we put in testimony before the ICC, 
and the ICC found out themselves, that these drivers take back roads 
ind bypass the stations when they are overloaded. 

Mr. O'Hara. How often does that happen ? 

Mr. Torin. It happens, I suppose, every minute of the day. 

Mr. O’Hara. Then, from the union’s point of view, what is the 
exact difference between a member-driver owning his own truck and a 
member who merely is an employee driving a truck not owned by 
himself ? 

Mr. Togsrn. In the teamsters union we do not have class A and class 
B members; they all have the same rights and privileges within the 
inion. 

Mr. O'Hara. What is the difference? Regardless of whether he 
belongs to the union or not, the man driving that truck has his own life 
o think about; does he not? 

Mr. Tosrn. Yes. But the records show that these people, while they 
iave their own lives to think about, do get into accidents because they 
ire forced economically to extend themselves beyond any human 
eoulation. 

Mr. O'Hara. Do not some of your drivers who belong to your union 
ave to extend themselves, also? 

Mr. Tontn. Well, I do not think an accident is prevented because 
:man is a member of the teamsters union. 

Mr. O'Hara. That is the point lam making. They are all subject 
to human error. 

Mr. Tosrn. We are not discussing this from the standpoint of 
whether a man is a union member or not a union member; we are dis- 
cussing it from the standpoint of whether he is a fit driver on the high- 
ways or an unfit driver on the highways. Now, the ICC has never 
been an organizing branch of the teamsters union, but we feel they 
do have to regulate this teamsters union so that the maximum amount 
of safety can prevail on our highways. 

Mr. O’Hara, Outside of the people in your own union who testified, 
was there any evidence on which the Commission made any finding 
that drivers of owner trucks or drivers of gypsy trucks were subject 
to accidents any more than employee drivers? 

Mr. Tostn. The Commission presented a very lengthy exhibit, 
which perhaps is available to you, showing 88 separate types of viola- 
tions of their regulations due to the leasing of vehicles. That was one 
of their exhibits before their own examiner, and that showed that the 
leasing of vehicles was really responsible for a large portion of the 
violations of safety rules which the Commission has promulgated. 

Mr. O’Hara. To what extent was that exhibit attacked by others? 
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Mr. Tosin. That exhibit was discussed in full by the teamsters union 
and by the railroads and by the truckers, and so forth, and it seemed 
to me you could not pick any holes in it. 

Mr. O'Hara. Do you think the agricultural problem of disposing of 
produce and products of the farm should be completely regulated so 
that only a farmer-owner could drive with authority of the ICC? Is 
that your position ? 

Mr. Tostn. Our position is this, that there is in the act now an 
exempt-commodities clause which allows the farmer to take his ow 
products to market, but we maintain the farmer should not be given a 
special privilege of entering into common-carrier transportation of 
freight on our highways without going under the same restrictions and 

regulations that the ordin: ry ¢ itizen does. 

The Cuarman. Are there any further questions ¢ 

Mr. Harris. Mr. Tobin, following up the questions of Mr. O'Hara, 
do you think the present exemption under the Motor Carrier Act for 
the transportation of farm produce should be repealed ? 

Mr. Tostn. I think so; yes. That is my personal position. I be- 
lieve that is the position of the union, that there should be no exempt- 
commodities clause in the act. 

Mr. Harris. That gets to the base of this entire question; does it 
not ? 

Mr. Torry. No; I do not think so. We are discussing an amend- 
ment to the Interstate Commerce Act here which says that tr ip leasing 
shall be continued. Now, if this bill is not passed, the exempt- com 
modities provision is still in the act; the farmer still has that special 
privilege of hauling his own commodities. 

Mr. Harris. Is it not a fact, though, that if the proposed rule of 
the Interstate Commerce Commission is made effective, it will vir 
tually do away with the present practice of trip leasing, particularly 
with single-trip leasing wherein the farm people are affected ? 

Mr. Tortn. There is no question but what if the regulation on trip 
leasing of the ICC is put into effect and enforced, there could be no 
trip leasing. That is correct. 

Mr. Harris. It would purposely be a repeal of the exempt-com- 
modities provision now in the act; would it not? 

Mr. Tortx. No. The farmer could still haul his own commodities 
and go back and haul his own stuff back from the city, for example. 

Mr. Harris. In other words, then, the alternative would be for the 
farmer to haul his produce under the exemption provision, and then 
that truck would have to return empty ? 

Mr. Torrn. It does not have to return empty. There is nothing in 
the regulations that says the farmer must return empty. The farmer 

‘an take his own stuff back. That was in the original exemption. 
The legislative history of the act of 1935 will show that. But we 
maintain the farmer should not be a special character and be allowed 
to go into the transportation of freight and general commodities as 
a common carrier without going through the same processes as any 
other citizen has to do. He has to prove he is fit, able, and will live 
up to the regulations. 

Mr. Harrts. I was under the impression from your very frank 
statement here about gypsy practices that your objective was prin- 
cipally directed at those practices and not at legitimate farm trans- 
portation. Maybe I misunderstood you. 
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Mr. Toxin. I think you did. We are objecting to farmers coming 
nto the general transportation of commodities on the highways. We 
are objecting to that. We do not object to the farmer in this instance 
carrying his own commodities to market. That is in the act, and this 
bill does not propose to change that. This bill proposes to give the 
farmer another edge against the other people who are in this business 
of legitimate transportation. 

Mr. Harris. There are two things I want to inquire about regard- 
ing your position, which I believe is opposed to the position of those 
who advocate this bill. One is the contention that perishables must be 
moved promptly, and we all know that. 

Mr. Tosrn. Yes. 

Mr. Harris. They must be moved at the time they are ready, and 
they say there is not available in many instances truck transportation 
that can take care of this movement at the peak. What is your com- 
ment on that? 

Mr. Toptn. I disagree with that. There are more trucks on the 
highways today than ever in history; there are more trucks being 
manufactured today than ever in history. A certificated carrier 
can get a truck today with no downpayment and pay for it as it de- 
preciates. He can get it cheaper than the gypsy can get it or the 
farmer can get it. There is no reason in the world to think there are 
not enough trucks to take care of this so-called peak and valley rig- 
marole which has been submitted before the Interstate Commerce 
Commission for years. 

We have carriers here who will testify they can haul that stuff, but 
it is never offered to them. 

Mr. Harris. According to the presentation we have had made here, 
that is the first outright division of opinion? 

Mr. Topin. Yes. 

Mr. Harris. Should such leasing practices be prohibited, would it 
work to increase the transportation cost of farm products to market? 

Mr. Tosrn. Of course, that is a debatable question. The likelihood 
is the consumer, the city man, may have to pay a little more money for 
his products.. It is not the farmer who pays it; it is the consumer. It 
is the truck driver who lives in the city who will have to pay that. I 
believe the types of trucks which our general commodity haulers have 
as common carriers are bigger trucks, in better condition, and could 
haul a vastly bigger load than these little itinerant gypsies that run 
around picking pp little loads for little or nothing. 

Mr. Harris. Mr. Tobin, I was a farmer at one time. I remember 
that experience a good many years ago. The consumer did not pay 
for the extra transportation cost, the extra charge for transporting 
cantaloups to market. We did not get enough out of it to pay for 
the transportation cost and had to make up some of that ourselves. 

I just wonder how you account for the consumer paying that type 
of cost. 

Mr. Torry. Well, you must have had a special situation. But the 
way the cost-of-living figures appears to be going up, going up, going 
up, it is not the cost of living to the farmer; it is the cost of living to 
the city dweller, the cost of living to the truckdriver and the ware- 
houseman who lives in the city. He is the fellow who pays eventually 
for it. You know that. ; 
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Mr. Harris. Yes—if they buy. 

Mr. Tonrn. Well, if they do not buy, they will starve to death. 

Mr. Harris. We had a lot of that at one time, and I hope we do 
not have any more of it. 

Mr. Torsrn. That is right. 

Mr. Harris. And the farmer.is.asually the one who starves; i 
not ¢ 

Mr. Tonix. Well, the fellow who starves to death today is the gypsy 

Mr. Harris. One other question. You evidently have a good man 
opinions in your organization with reference to this issue. Are yo 
familiar with the number of gypsies referred to yesterday before this 
committee, employed by the 21 class I motor common carriers ¢ 
gaged in the transportation of interstate commerce ? 

Mr. Tostx. You mean those whom Mr. Ellis was purporting 
represent ¢ 

Mr. Harris. Yes. 

Mr. Torry. Yes; I am acquainted with several of them. 

Mr. Harris. Is the AEC Transportation Co., Inc., of Akron, Ohio, 
referred to as a gypsy operation ¢ 

Mr. Torry. I would say “Yes.” I have a couple of gypsies her 
who will testify more in detail on that. They might have worke: 
for that company. 

Mr. Harris. Are they admitted gypsies who will testify on this 
problem ? 

Mr. Toprn. Yes. 

Mr. Harris. Well, are these 21 companies who allege themselve: 
to be the outstanding operators in the areas in which they operate, 
in 31 States, are they all considered generally as gypsy operators ? 

Mr. Tostn. Yes. And let me explain something about those peop! 
to you. If you will take their balance sheets when this act was passe: 
in 1935, before they operated under the protection of this act, an 
compare their balance sheets with 1953, you will find there has bee: 
no public utility in the United States or in the world that has made 
money as fast and furiously as these gypsy operators. 

Mr. Harris. I am asking you about Mr. Ellis’ statement here be 
cause he, on behalf of his people, admitted they were doing most of 
the motor transportation in areas where they operate. 

Mr. Tortx. That could mean the most—he states, of course, ther 
are myriads of small trucks, but he spoke also for about 85,000 short- 
term trip leasers, and you asked him the question whether these peop| 
owned the bulk of their equipment. He said the most of it was ii 
long-term leases, or a large portion of it was in long-term leases. But 
if you look at those long-term leases, you will find they were not any 
more valid than a piece of newspaper. They are practically short 
term leases. 

Mr. Harris. Are there a great many of these authorized carriers 
who own no equipment of their own but depend on leasing altogether 

Mr. Tosrn. I think so. 

Mr. Harris. Did they obtain permits of authorization under the 
so-called grandfather clause / 

Mr. Tosrx. Some of them obtained some of their rights in that way, 
and others obtained them through the general convenience and neces- 
sity clause, 
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Mr. Harris. You mean the ICC had a practice of permitting people 
to come in and ask for a certificate and were able to show by witnesses 
that they were fit, willing, and able to perform the service when they 
owned no equipment at all? 

Mr. Tostn. That was the case formerly. Now, because of the 
Supreme Court decision and because of the hullabaloo about trip leas- 
ing over there, the ICC has been looking at some requests for exten 
sions, rates, and so forth, with a little more scrutiny. 

Mr. Harris. Iam glad to have that clarification, because I have read 
the ICC report on this bill, and they were frank in their attitude 
a it, and I can hardly understand how the ICC would condone 

ich an operation on the one hand and say on the other hand they 
are terribly opposed to its being practiced.’ It seems to me certainly 
to be an incompatible position to take. 

Mr. Tonin. It is, to me. And 5 years ago, they did both of those 
things; they carried water on both shoulders. They are not doing 
it today. They realize this trip-leasing bugaboo has ‘kept them from 
being any important feature in the trucking industry. They have 
been treated with scorn by many of these truckers because they never 
catch them, and they have no appropriation to enforce the act. 

These truckers are supposed to operate a public utility service, 
supposed to make a reasonable return on their investment, and they 
are making a 500 and 600 percent return. If you will go through 
those statements that Ellis showed on those companies from 1935 to 
the present, you will find what they made. 

Mr. Harris. I just wondered if that was responsible for the claimed 
abuses in connection with this, more than the exemption permitted 
farmers. 

Mr. Torin. It is a combination of both; it is both. 

Mr. Harris. The correction of one, in your opinion, would not at 
all meet the problem ? 

Mr. Tostn. That is right. You have to correct both abuses. 

Mr. Hare. Mr. Tobin, right along the line of Mr. Harris’ ques 
tions, I notice on page 2 of your statement, at the bottom, you say 
“Actual transportation is in Increasing measure being conducted by 
roving bands of individual truc kowners.” 

You do not object to the fact that there are individual truckowners; 
do you? 

Mr. Tortn. Oh, no. But these truckowners are presumably owners 
of the trucks, but their equities in the trucks are so small they really 
do not own the trucks. 

Mr. Hate. It is all right to have individual truckowners. Is there 
any reason why they should not go where the business is? That is 
what you mean by “roving,” is it not ? 

Mr. Toptn. They can still function under the ICC rules, but they 
will have to tie themselves permanently to permanent, legitimate, 
certificated carriers. 

Mr. Hate. They will have to tie themselves to what? 

Mr. Tosry. They will have to tie themselves for a 30-day period 
to a legitimate, certifies ated, authorized carrier. 

Mr. Hare. That is what I do not understand. You say: 

Gypsies do not hold authorizations from the Commission, are complete stran- 
gers to its regulation, and in most cases presumably could not qualify as author- 
ized carriers. 
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I do not see how they get on the road at all if they are not authorized. 

Mr. Torry. The fact of the matter is they are on the road now 
because the ICC rules are not into effect. When the ICC rules go 
into effect, the 30-day leasing clause goes into effect, and these people 
will have to tie themselves to a legitimate carrier for 30 days. 

Mr. Hare. When you talk about “legitimate carriers,” w ‘hat do you 
mean ¢ 

Mr. Torry. A certificated carrier—a carrier that has a certificate 
from the ICC to operate. 

Mr. Hetier. Mr. Tobin, you just talked about the equity in trucks 
or, rather, the lack of equity that these gypsies have. It that correct? 

Mr. Torn. That is right. 

Mr. Hetirr. How do you determine what those equities are; how do 
you know ¢ 

Mr. Towtn. We have gypsies who will tell about what the equities 
were. 

Mr. Hetxer. In other words, your statements are made by reason 
of the information given to you by these gypsies; is that correct? 

Mr. Tosix. Information of record of the ICC compiled in this case. 

Mr. Heiter. How many gypsies have there been in total? Can you 
tell me the total number ? 

Mr. Tosrn. Who testified ? 

Mr. Hetier. Oh, no. How many are there operating? 

Mr. Torin. Oh, Lord. There must be a quarter of a million. 

Mr. Heiter. And how many gypsies do you have here prepared to 
testify ? 

Mr. Torrn. Two. 

Mr. Hevier. Two out of a quarter of a million? 

Mr. Tostn. Yes. We have not the time to bring in 5,000 of them. 

Mr. Hevter. But just now you have two such? 

Mr. Torn. That is right. 

Mr. Hetier. How are you able to determine the equities of the au- 
thorized carriers ? 

Mr. Torry. Their statements are before the ICC. 

Mr. Heuer. And are those statements which are before the ICC 
examined from time to time to see whether there is any lessening of 
the equity ? 

Mr. Tostn. What the ICC does with that I do not know. I sup- 
pose if the ICC had a sufficient force, they would do that, but they are 
cramped for money and have not the time and help to do it. 

Mr. Hetrer. So that when the equity is first presented to the ICC 
in a statement, that is done with a view to getting the ICC to give them 
a permit to operate ; is that correct ? 

Mr. Torry. In one direction it is; yes. 

Mr. Heiter. Somewhat similar to a financial statement given to a 
bank when you want to go into business ? 

Mr. Tosrn. That is right. 

Mr. Heiter. You put your best suit of clothes on; do you not? 

Mr. Tosry. That is right. 

Mr. Hetier. And the same way with equities in the trucking busi- 
ness. ‘These truckers would show a substantial equity which later on 
can be decreased, depending on the operation of their business; is that 
correct ¢ 

Mr. Tortx. That could be correct: yes. 
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Mr. Hetirr. And you would have no way of knowing whether the 
equities of the authorized carriers were depleted in the same propor- 
tion as they could be depleted with the gypsies; is that correct? 

Mr. Tonry. Oh, yes; we would. We know what their operating 
ratio is. Every year they file annual statements with the Commis- 
sion. 

Mr. Hetier. You are referring to the authorized carriers ? 

Mr. Torin. I am referring to the authorized carriers, the certificated 
carriers; yes. 

Mr. Heuier. I think you told Mr. Harris and I think in your pre- 
pared statement you said the gypsies were starving to death. Then 
also you made the statement that their statements show they are 
making money. Did I understand you as saying that ? 

Mr. Tosry. That is correct. 

Mr. Heiter. Now, which is the testimony you want on the record ? 

Mr. Tosrn. That the gypsies are starving to death. 

Mr. Heiter. How are you able to determine that the gypsies are 
starving to death; how could you arrive at that conclusion ? 

Mr. Tontn. Because we have talked to them. They are members 
of our union, and they tell us. 

Mr. Heiter. How many such gypsies are members of the union ? 

Mr. ‘Torry. I suppose about 25,000. I do not know the correct 
number. 

Mr. Hetier. Now, you make the statement on page 7 that “great 
numbers of those lose the vehicles in which they invest their life 
savings.” 

Mr. Tosrn. Yes. 

Mr. Hetier. That is a general statement that could be applied to 
any type of business; is it not ? 

Mr. Tosryn. No—well, I suppose you could make that general state- 
ment, but in this case it is a specific statement. 

Mr. Hetier. Could it apply also to the authorized carriers ? 

Mr. Tosnry. Yes. Wait a minute. Now, what did you mean by that 
one ¢ 

Mr. Hetier. Well, the carriers who are members of your union. 

Mr. Torsry. The carriers are not members of our union; they are 
employers. 

Mr. Hetier. Excuse me. I will withdraw that. 

Would it apply to carriers who are the ones who employ these 
gypsies ¢ 

Mr. Torin. They are the ones that are making money hand over fist. 
That is what I said. 

Mr. Hetier. They are the ones that are making money hand over 
fist—the carriers who employ those gypsies? 

Mr. Torry. The gypsy himself is being exploited as a result of trip 
leasing. 

Mr. Hetier. Are all of those carriers who employ gypsies making 
money? None of them are losing money? 

Mr. Tosty. You find exc eptions to the general rule, but I am talking 
about the general rule. 

Mr. Heirer. I just have 1 or 2 other questions. 

I would like to ask you to be good enough to turn to page 9 of your 
statement, wherein you say, “The Commission does not even regulate 
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the real carriers, and the ostensible carriers it does regulate do not 
really move freight.” 

Would you be kind enough to explain that statement to me? 

Mr. Togtn. Yes. The real carrier is the man who is carrying the 
freight from city to city; the ostensible carrier is the man who holds 
the certificate permitting him to carry that freight. He sells the use 
of his certificate to the gypsy who is the real carrier and takes off a 
percentage on what the gypsy gets for hauling the load. 

Mr. Heuer. Then there is some fallacy in the ICC regulation of 
the ostensible carrier, is there not ? 

Mr. Tosrn. Well, the ICC is attempting to bring about proper regu- 
lation by stopping this trip leasing. They realize it has gotten out of 
their control. 

Mr. Hetier. So that they have to get after the ostensible carrier, 
too; is that right ? 

Mr. Tosrn. That is right. 

Mr. Hexxier. I have not read the Supreme Court decision you speak 
about on page 13. I regret I have not had an opportunity to read it. 
Are you familiar with it? 

Mr. Tostn. Somewhat. 

Mr. Heiter. Do you know whether that decision covers the 
ostensible carrier who is the one, in my opinion, who would be pri 
marily responsible for the gypsy’s operation ? 

Mr. Topsrn. That is right; it does. 

Mr. Heuer. It does cover that? 

Mr. Tostn. That is right. 

Mr. Hewxer. In what way does that decision cover it? 

Mr. Torin. By upholding trip-lease regulations of the Interstate 
Commerce Commission. 

Mr. Hetier. Thank you. 

Mr. Hrnsuaw. Mr. Tobin, I think I discern in what you have said 
that there are two distinct classes of people who will trip-lease trucks. 
One, we will say, is the class of people who own the trucks for the 
purpose of leasing them for hire—that is, for the carrying of various 
commodities—and the others own the trucks for the purpose of carry- 
ing agricultural products to market and returning with loads to their 
own hometowns. Is that true? 

Mr. Tosry. No; I would say not that. I would say this, that the 
man who owns the truck goes around searching for loads and also 
hauls agricultural produc ts to market. He is r vally the hauler of ex- 
empt commodities, but he is not a farmer. 

The other type you are talking about is the farmer who under the 
act of 1935 is allowed to haul his own products to market and is al- 
lowed to haul his own requirements back to his own farm, That has 
been going on since before the passage of the act and since the passage 
of the act, and_it has nothing to do with the bill before this committee. 

The bill before this committee is proposing the abolition of that 
trip-leasing regulation which was promulgated by the ICC which 
prevents anybody—the farmer or city man—from trip leasing and en- 
tering into the hauling of common commodities for a period of less 
than 30 days. 

Mr. Hinsuaw. Nevertheless, I seem to discern there are two kinds 
of people who are engaged in this business. 
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Mr. Tostn. There are all kinds of people. 

Mr. Hinsuaw. Well, two particular classes. One is persons who 
ire engaged in the hauling business exclusively, no matter where they 

in get the loads or where they deliver them. The other is one which 
wns the truck for the specific purpose of carrying agricultural com- 

iodities to market and then trip leasing on the back haul. 

Mr. Tosrn. Well, he uses his truck for hauling merchandise of some 
description all the time. Even the farmer does that. 

Mr. Hinswaw. You say the farmer does that? 

Mr. Torry. He uses his truck for hauling. That is all the truck 

in be used for—for hauling. 

Mr. Hrnsmaw. Yes; I understand that is all it can be used for. 
Nevertheless, the farmer has no object in going to some place other 
than his home after he has come to town to deliver his products. 

Mr. Tostn. Oh, many of them do. Under the specific conditions 
of the ICC, a farmer from Ohio, we will say, could take a load to New 
York and take a return load down to Washington and another to 
Virginia and eventually land back in Ohio. 

Mr. Hinsuaw. Do many of them do that? 

Mr. Torry. Oh, it is more common than the other—a direct load to 
town and a direct load back. That is very uncommon. 

Mr. Hinsuaw. I cannot conceive of that kind of business for a 
farmer. 

Mr. Torin. That all came out in the testimony before the ICC on 
MC 43. That is why the Commission ruled that way. 

Mr. Hrinsuaw. It is perfectly easy to conceive of a persons being 
in the transportation business in the sense that they will go anywhere 
for a price and transport merchandise anywhere in the country, but 
certainly the farmer does not engage in that business; does he? 

Mr. Tosrn. Oh, ves; he does. 

Mr. Hinsuaw. There are farmers who engage in that kind of 
business ? 

Mr. Tostn. That is all in the record of the ICC. That came out in 
this hearing. The ICC would not put this regulation in against trip 
leasing unless they had plenty of evidence. 

Mr. Hinsuaw. The farmer cannot afford to be away from his 
farm long enough to do that if he is in a legitimate farming business. 

Mr. Tostn. He can still be in a legitimate farming business with 
this abolition of trip leasing. The only thing we are advocating is 
that he keep out of the general trucking business. 

Mr. Rocrrs. Mr. Tobin. I wonder why you use the word “gypsy” 
1 referring to this class of truckers. 

Mr. Tonty. It isa trade name. It is used in the records of the ICC 
ind used by the gypsies themselves. They call themselves gypsies. 

Mr. Rocers. Just what is implied; what implication has the word 
“gvpsy” to you? 

Mr. Tosrn. It does not mean anything except the man roves from 
me town to another. He has no anchor, 

Mr. Rogers. Would you say it is used a little disparagingly ? 

Mr. 'Tosry. I would not say that. I do not know any gypsy who 
objects to being called a gypsy if he is a gypsy. 

Mr. Rocers. You favor, I believe you say, this 30-day period of 
trip leasing ? f 

Mr. Tosrn. Yes, sir. 
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Mr. Rocers. Now, if the principle is wrong in one instance and right 
in another—in other words, if the trip-leasing proposition is wrong 
why should not the ICC prohibit it entirely instead of saying you can 
go ahead and lease for 30 days, but you cannot do it for one trip‘ 

Mr. Toxin. You mean why does not the ICC abolish all leasing? 

Mr. Rocers. Yes. 

Mr. Tonrx. Well, what made them put the 30-day limit on is some 
thing which they have not told. 

Mr. Rocers. As a matter of fact, you would rather have no trip 
leases at all, 30 days or otherwise ? 

Mr. Tortn. I do not quite hear you. 

Mr. Rocers. You would prefer having no leasing at all, either trip 
leasing or even 30 days? 

Mr. Toxrn. The position of the teamsters union before the Inter- 
state Commerce Commission originally was that leasing should take 
place only between authorized carriers, but the ICC could not see its 
way to agree with us on this; so they promulgated this type of leasing 
and said anybody could lease to an authorized carrier. 

Mr. Rocers. You emphasize a great deal in your statement here the 
matter of safety. 

Mr. Tosrn. That is right. 

Mr. Rocrrs. Do you have any figures on the proportion of accidents 
by these so-called gypsy carriers as compared to authorized motor 
carriers ¢ 

Mr. Tosrn. That I do not think is even in the hands of the insur- 
ance companies. We tried to get that stuff together. This business is 
not centrally controlled like the railroad business. There are thou- 
sands upon thousands of people in the trucking business, and it is dif- 
ficult to tell when an accident happens who is responsible for it. 

Mr. Rocers. Then the so-called gypsy carriers might not be any 
more at fault so far as having accidents is concerned than the regular 
authorized carriers? 

Mr. Tosrn. It has been proven before the Interstate Commerce Com- 
mission that the gypsy, because of being driven by economic instability 
and having no cushion to fall back on, no equity, cannot keep his 
equipment in good order and cannot observe the 8-hour day running, 
and he runs 35, 40, and 50 hours sometimes. 

Mr. Rocers. But you have no statistics as to the number of accidents 
he has as compared to the authorized motor carrier ? 

Mr. Tostn. To get those statistics would cost thousands and thou 
sands of dollars. If you could get that, it would take a long period of 
time. I do not have it, and I do not think anybody else has, to prove 
that the gypsy does not cause all of the accidents. 

Mr. Youncer. Mr. Tobin, I gather through your entire testimony 
that the Commission at the present time does not even enforce the 
regulations they have. 

Mr. Tosry. That is correct. 

Mr. Youncer. Then, if that is true, how can you expect to get any 
relief by passing another regulation ? 

Mr. Torry. By giving them enough money to enforce them. 

Mr. Youncer. There is nothing in here about an appropriation. 

Mr. Tosrn. Well, we are not before the Appropriations Committee. 
We came here to discuss this proposed act or amendments to the 
Interstate Commerce Act. 
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Mr. Youncer. Then it will necessitate, in your opinion, another 
appropriation and more employees for the ICC? 

Mr. Tostn. They have appropriations annually, I suppose. I do 
not know the technical details of that. But they have always com- 
plained they have not had enough money over the years, and appar- 
ently they have not. But by putting this 30-day trip leasing into ef- 
fect, it is easier for them to approach a big carrier rather than to go 
out and get 1,000 of these little gypsies and find out how a big carrier 
operates than it is to go to many thousands of little ones to find out 
how they are operating. 

Mr. Youncer. It does seem if the existing bureau is unable to en- 
force its present regulations, it would not aid much to pass another 
regulation. But I wanted the admission that they are not even en- 
forcing the present regulations. 

Now, I take it you have no objection for an exempt carrier to lease 
on the back haul to a manufacturer or to go and buy materials or 
commodities and haul them back for resale; you have no objection to 
that? 

Mr. Tostn. Oh, yes; I have. 

Mr. Youncer. That does not come under the regulation at all, be- 
cause the regulation only says 

Mr. Tosin. You are asking me my own opinion on that. The regu- 
lation—— 

Mr. Youncer (continuing). Does not go far enough, in your opin- 
ion ¢ 

Mr. Torry. That is right. But that point is not before this com- 
mittee right now, as I understand it. 

Mr. Youncer. It is not before the committee, but you are advocat- 
ing certain regulations that the ICC should promulgate. 

Mr. Torry. That is right. 

Mr. Youncer. And, in your opinion, even that is not going far 
enough ? 

Mr. Tonrn. That does not go far enough, but it is a step in the right 
direction. Let us put this thing into effect and see what our experi- 
ence is. Then we will go on from there. We have to learn to walk 
before we can run. 

Mr. Youncer. That I do not admit. 

Mr. Tosrn. I do not admit that, but I say it is a step in the right 
direction. You are not going to get perfection from the regulations 
of the ICC. 

Mr. Youncer. No. But you say the regulations still do not cover 
that point about contracting with a manufacturer or buying com- 
modities and hauling them back on the back haul; you say the regu- 
lations do not cover that. 

Mr. Torin. That is against the law, as I understand it. I do not 
think that is concerned with this regulation we are talking about here. 

Mr. Youncer. That is all. 

The Cuarmman. Are there any further questions? 

Mr. Cartyte. Mr. Tobin, let me ask you this question: In the event 
this legislation is defeated, can you tell me the group that would be 
the most injuriously affected ? . 

Mr. Torry. I think the public welfare will be promoted. I do not 
understand about the group that will injuriously affected. I think 
it will help everybody, including the farmer. : 
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Mr. Cartyte. In the event it should be enacted, which group would 
be the most injuriously affected ¢ 

Mr. Tonrn. I see what you mean. I think safety on the highway— 
the traveling public will be under the strain of coming up against 
this additional hazard to their traffic on the highway. 

Mr. Carryte. Well, would it necessitate that the commodities sel] 
for more on the market in the event this bill should be defeated ¢ 

Mr. Tosin. Well, every type of regulation, of railroads, telephone, 
or ‘anything else, means they are put there for the benefit of the total 
public and it is going to be expensive to put them into effect. 

Mr. Cartyte. I understand that. I am asking you this: Do yo 
think the farm products would sell for more on the market should 
this legislation be defeated ¢ 

Mr. Tosrn. No; I do not think so, because I think, if this business 
that is now being done by an exempt carrier is done by an authorize 
carrier who has larger and finer equipment, he can operate much 
more efficiently than the small farm truck. 

Mr. Carty.e. I understood you to say the gypsy carriers would 
transport these commodities at a lower price than the regular carrie: 

Mr. Tosrn. Yes. But the overall effect is that that man becomes 1 
public charge; he goes on relief. 

Mr. Cartyte. Who goes on relief? 

Mr. Tosin. The poor gypsy who is being pushed about. 

Mr. Cartytr. Are the gypsies in such a condition that they are 
about to go on relief ? 

Mr. Topsin. Yes. We will show that with our gypsy witnesses. 

Mr. Cartyie. Of course, they will eliminate themselves eventuall) 
if that is true. 

Mr. Tosin. Well, there seems to be an increase of population ii 
the United States of about 3 million a year, and 3 million come t 
that point where they can be sold by these equipment manufacturers. 
and it is pretty hard to beat the blandishments of some of those people. 

Mr. Cartyie. Do you take the position, regardless of whether the 
legislation is enacted or defeated, that it will have no effect upor 
transporting farm commodities ¢ 

Mr. Torin. That is correct. 

The Cnamrman. Are there any further questions / 

Mr. Hesevron. I do not know whether these questions have bee: 
asked yet, but I think they ought to be made a part of the record. 

On page 2 of your statement, referring to the motor carrier, you 
Say: 

The act was intended to regulate the supply of transportation facilities and 
guard against an oversupply of transportation which might lead to ruinous and 
destructive competition and inadequacy of service. 

Mr. Tosrn. Yes. 

Mr. Hesevron. Is it your position that there is an oversupply now 
of this type of service ¢ 

Mr. Topry. Yes; I will tell you. In 1935, when this act was being 
discussed by Congress, to my knowledge this is the only industry that 
ever came in and asked the Government to regulate it, to save it oe 
itself. The competition was so keen that trucker after trucker came 
in before committees of this type and pleaded they be put ae reg 
ulation so that they could survive. 
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Mr. Hesevron. How much oversupply is there, as a matter of fact ¢ 

Mr. Tosi. Actually, 3 percent to 10 percent wouldn't be very easy 
to obtain, but IT would make that, with the way production facilities 
are now in the automobile plants and in the trailer plants, there is 
an oversupply of about 25 percent now. If they were to stop making 
trucks today, you could, go along for the balance of the year without 
any erimp in the tr ansportation “industry by motor carrier. 

Mr. Hesev'ron. On page 3 you say “It is explained very nicely and 

suavely that there are fluctuations in traffic volume and that particu 
lar carriers cannot own enough equipment to take care of the peaks 
and demands for transportation service.” That has been’touched on 
before but is it your contention—and I assume it is true—that there 
is a 25-percent oversupply; that there are ample trucking facilities 
to take care of any peak anywhere at any time / 

Mr. Tostn. I think so; yes. Today that is true. 

Mr. Hesevron. Further on you said that legitimate truck opera 
tors are being driven to the wall. Have you any statistics to offer 
us on that ? 

Mr. Tonin. Where is that, did you say ¢ 

Mr. Hesevron. On page 5, in the last paragraph, the third sentence. 
You say legitimate truck operators are being driven to the wall. I 
assume by that you mean that they are going out of business and go- 
Ing into bankruptcy. 

Mr. Topix. That is correct. 

Mr. Hesevron. Can you give us any factual information to sup 
port that statement ? 

Mr. Tostn. Well, Savage Co., down here at Norfolk, Va., is going 
out of business or going into bankruptcy, and Savage complains he 
is losing his shirt. — 

Mr. Hesevron. That is one trucking outfit ? 

Mr. Tonrn. Yes; that is right. 

Mr. Hesruron. Are there any other trucking outfits / 

Mr. Tontn. I cannot think of any right now, but you have those 
casualties today, day in and day out, throughout the year. 

Mr. Hesevron. Then on page 7, you say the turnover of gypsies is 
high. Have you any factual data as to that ? 

Mr. Tontn. We have gypsies that will testify along that line. 

Mr. Hesevron. They are going to testify later ? 

Mr. Tostn. Yes, following me. 

Mr. Hesevron. That is all. 

Mr. Beamer. I have just 1 or 2 questions. Did I understand you 
to say there were probably a quarter of a million of these so-called 
gypsies ¢ 

Mr. Tozin. Yes, sir. 

Mr. Beamer. Did I understand you also to say that there were 
approximately 5.000 of those belonging to your union or the mem- 
bers of your union ¢ 

Mr. Torry. I think T said 25 thousand. 

Mr. Beamer. Out of a quarter of a million ¢ 

Mr. Tontn. That is right. 

Mr. Bramer. May I ask this: What is the total membership of the 
teamsters union / 

Mr. Tontn. About one million and a quarter. 
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Mr. Beamer. And they are employed in other pursuits besides 
truck driving? 

Mr. Tosin. That is correct. 

Mr. Beamer. Teamsters are not always members or truck drivers, 

Mr. Torry. For instance, milk drivers and those type of people who 
are not affected by this bill. 

Mr. Bramer. What percentage may I ask would be affected by 
this, is affected presently by this present legislation, of the commercial 
carriers, and so on? 

Mr. Tostn. It would be about 200,000 directly connected with the 
trucking business. 

Mr. Beamer. And about 50,000 then apparently connected with the 
laundry and milk and other services ? 

Mr. Tortn. Oh, no. 

Mr. Beamer. Let us get this clear, Mr. Tobin. I am asking a ques- 
tion of how many of your members will be affected by this present 
legislation ? 

Mr. Tost. I think they all will be. 

Mr. Beamer. I am asking the question. 

Mr. Tosrn. I answered it. 

Mr. Beamer. How many operating trucks, and not milk trucks and 
laundry trucks, as you have said, but those who are operating com- 
mercially between cities hauling or transporting merchandise, either 
certificated or the trip-lease ? 

Mr. Tosry. I think in this statement we have said that we have 
200,000 people engaged in over-the-road business. Now, when these 
gypsies come into town, into a city like New York, we have pickup 
and delivery drivers in the city, and bakery drivers and laundry and 
milk. 

Mr. Beamer. I think it might be well if the witness some time would 
furnish us exact figures rather than rough estimates. 

Mr. Torry. I cannot give you the direct number, I haven’t those fig- 
ures available. 

Mr. Beamer. It seems your answers to Mr. Heller’s questions have 
been just about as indefinite, too, Mr. Tobin. 

Mr. Tontn. I think I told him they were indefinite and they could 
only be estimates. 

Mr. Beamer. In other words, the testimony you are giving is not 
too definite this morning. 

Mr. Torry. In answer to your question and to Mr. Heller’s question, 
we haven’t those specific figures. 

Mr. Beamer. I think it would be fine if we could get it a little more 
specifically. 

That is all, Mr. Chairman. 

Mr. Hetter. I understand, when Mr. Younger questioned you, that 
you stated presently under the ICC regulations leasing is permitted 
under certain conditions, is that correct ? 

Mr. Torry. Yes, sure. 

Mr. Herier. You said you agreed with that situation, is that 
correct ¢ 

Mr. Tostn. That is correct. 

Mr. Hetrer. Now, do you take the position that leasing is either 
lawful or unlawful? 
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Mr. Tostn. I do not think it is up to us to take that position. I 
i right at the present time, leasing is lawful because there is no 

striction against it, but if the ICC regulations go into effect, leasing 
for periods of less than 30 days will be ‘unl: awful. 

Mr. Heiter. What is your position with respect to leasing for 
periods of 30 days? 

' Mr. Tosrn. We are in favor of leasing for periods not less than 30 
days, if that is what you mean. 

Mr. Heiter. Why should you be in favor of that position and 

inst long-term leasing ? 

Mr. Tostn. We are not against long-term leasing. 

Mr. Hetier. Leasing in general, as you describe it, gypsy leasing. 

Mr. Torry. We are against a trip-lease, which the 30-day leasing 
prohibits because the operator has no control over the vehicle, or 
the driver, as my testimony shows, or over the vehicle’s condition. It 
is too expensive for them to make an insepection of a vehicle that he 
s only going to see for 2 or 3 hours. 

Mr. Henzer. Do you think this 30-day period may cure that? 

Mr. Torry. That is correct. 

Mr. Younger. Just to clear the record, Mr. Tobin, in the question- 

ig a while ago about the leasing to a manufacturer for a back-haul, 
you made the statement that that was presently illegal. 

Mr. Torry. I think I did; yes, sir. 

Mr. Youncer. Are you sure of that? 

Mr. Torry. I am not a lawyer. 

Mr. Youncer. Neither am I, and that is why I am asking about 
that. 

Mr. Tostn. We would have to talk to a lawyer about that. I am 
under that impression; yes. 

Mr. Younerr. I doubt it. I am not a lawyer either, but I doubt it 
is illegal, and I do not know whether it is. But anyway, let us bring 
that into the question. 

I have one other question. You made the statement that we have 
now an oversupply of approximately 25 percent in trucks. 

Mr. Tosrn. That is right. 

Mr. Younerr. And if they manufactured no more trucks for a 
year there would be no shortage of trucks. 

Mr. Torry. That is right. 

Mr. Youncer. Does your union advocate that there be no more 
manufacturing of trucks for a year? 

Mr. Tostn. We do not advocate that, I just gave an opinion on it. 
No, we do not advocate that at all. 

Mr. Youncer. I just wanted to clear the record on that. 

Mr. O’Hara. Mr. Tobin, to get my own mind cleared up a little 
bit, now as I understand it the agricultural exemption is not needed 
by the farmer who wants to haul his products to market himself; is 
that true? 

Mr. Tosrn. I do not understand the question. You say it is not 
needed ? 

Mr. O'Hara. I say, is it not true that the farmer has a right to haul 
his own produc ts to market? 

Mr. Torstn. That is correct. 
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Mr. O’Hara. Now, what about if he does not have sufficient trucks 
to haul, what about his neighbor who comes over and hauls his prod 
ucts tomarket? Is that authorized by law? 

Mr. Tosry. I think that is authorized ; yes, sir. 

Mr. O’Hara. Do you think that that is wrong ¢ 

Mr. Tosrn. No; I do not. 

Mr. O'Hara. Do you think the farmer ought to have that right ’ 

Mr. Tosrn. He has it now. 

Mr. O'Hara. It is your claim, as I understand it, that that is not 
subject to ICC regulation. 

Mr. Tosry. I think so. 

Mr. O'Hara. Now, there is no question in your mind but what this 
30-day leasing business will eliminate the farmer from doing any back 
hauling; is that not true? 

Mr. Torry. That is what it will do; that is correct. 

Mr. O'Hara. That is all. 

The Cuairrman. Are there any further questions, gentlemen ? 

Mr. Younger. I have one other question on that. We just covered 
that point awhile ago, that this particular regulation will not pro 
hibit the trucker from back hauling for a manufacturer. 

Mr. Tostn. That is the trucker. 

Mr. Youncer. Well, I mean the exempt farmer. 

Mr. Torry. I think that that is in the law, and you and I disagreed 
about that. 

Mr. Wuertrr. May I clear up one point that you asked? It is 
against the law if he goes and hires for a manufacturer; it is against 
the law at the present time, and he could not do it without getting 
a certificate as a common carrier to truck by law. That is under the 
law at the present time and this has nothing to do with it. 

I might make this further statement, if I may, and that is: That 
with reference to the exemption I happened to be the chairman of th 
committee that put through this legislation, and the farmers who came 
in at that time, and the reason we gave that example, was because 
they came in and testified, as I recall from people from Delaware and 
close by, they wanted the exemption so that if their neighbor wante: 
to haul their products to market they wanted to be able to haul Pheir it 
neighbor's stuff; or one day their neighbor might take their stuff 
and the next day they would take the neighbor’s stuff in—take the milk 
or whatever it was to the market. There was no question at that tin 
as to why they Paar to bring it back. But the trucking industry 
has developed, or the situation has developed, at the present time 
They were only ti miking at that time about the farmers that were close 
to the cities, but at the present time, because of that exemption that 
was put in there, now they come in and say that we want to haul not 
only all farm products for the farmer, but also they want, or the) 
claim, anything that is manufactured. 

They are trying to extend the exemption beyond what was ever in- 
tended at the time that that law was passed and that is what they have 
done. 

The CuarrmMan. Are there any further questions, gentlemen ? 

Mr. Tobin, you have made some reference to the fact gypsies con- 
stitute about 25,000 of your membership. Is that right? 

Mr. Tosry. ‘Yes, sir. 
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The CuatrmMAN. You do not include the farmers as gypsies, do you $ 

Mr. Toztn. No, sir. 

The Cuatrman. Do you have any farmers who belong to your 
organization ¢ 

Mr. Tonry. I would think we have but I do not know specifically 
what they are. We have dairy and primary processing-plant em- 

ployees up in Wisconsin and Minnesota and they probably live on 

farms and work in these condenseries and canned-milk outfits at 
various times during the year. 

The Cuamman. | have in mind the situation that developed in 
the New York market and the Philadelphia market with respect to 
both, of which I have been familiar. There have been some very 

& leasant experiences, have there not, in an effort to organize farm- 
rs who were coming into market with their goods ¢ 

Mr. Torry. Well, all I know is what I have read in the paper about 
s . things, and I have read that over the period of years, 20 or 30 

40 years. It is not the teamsters union alone, but other unions and 

. farm organizations have tried to organize farmers in the cities, too. 

“The CraiRMAN. Has it been a police: y of your organization to en- 
deavor to increase membership among farmers in your organization ? 

Mr. Tosry. I would not say it wa 

The CuarrMan. You would say it was? 

Mr. Torry. No, sir. 

The Cuarman. I was wondering how you account for those situa- 
tions to which I have referred. You say you have knowledge of it 
only through the newspapers? 

Mr. Tosrn. That is right. 

The Cuarrman. I am rather surprised to hear that you would only 
now of it through the newspapers. 

Mr. Tosrn. That is right. 

The Cuamman. If that is the case, then I assume you did not con- 
der the newspaper articles sufficient for you to preclude those prac- 
tices that were carried on in New York and Phil: adelphia with respect 
o restricting farmers from bringing their truck into the markets 

inless they were members of your organization. 

Mr. Tosry. I would think that the courts of New York and of 
Pennsylvania would handle those cases if there were any infractions 

f the laws. After all, the teamsters union does not enforce the laws. 
Many times our people violate the Taft-Harley law, and they are 
brought to court. ’ 

The Cuatrman. The cases to which I refer were situations that 
ere created by members of your union. Are you not aware of that 
fact ? 

Mr. Torin. I do not know the spec ifies of such things, but our people 
n their organizing from time to time run counter to the law author- 
ties. That is general and in business they run counter to the Anti- 

‘ust Act and they get hauled into court, too. 

The CuammMan. I do not want to prolong that phase of it, but I have 
definite information with respect to it, and it is not all based on news- 

niper talk or articles. It is cases where at times—and I regret to say 
this, it is in no sense with any feeling against the organization—but 
at times this situation that the farmers of south Jersey have had to 
face in going into the Philadelphia market and into the New York 
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market as a result of activities of members of the union against them, 
has been scandalous. 

That is pretty strong language, and I know whereof I speak. They 
have been beaten up because they could not show a membership card, 
and they have had to take our membership responsibilities on the spot 
by paying sums of money in order to insure that their stuff could be 
delivered and could be unloaded; and you say you have no knowledge 
of those practic es. 

I am only speaking now of New York and Philadelphia, because 
I have the personal knowledge of that, and you have no knowledge 
of those conditions other than from what you have read in the news- 
papers ¢ 

Mr. Tosry. What did the police authorities and the courts do iy 
those cases with which you are so intimately familiar ? 

The Cuarrman. Nothing. 

Mr. Tosin. Nothing? 

The Cuairman. In most instances, nothing. It was reprehensible. 
That is all. 

Mr. Tosrn. Thank you very much. 

The CuatrMan. May I inquire of the next witness as to his name 
and position? Is this one of the so-called gypsies that we have been 
talking about? 


STATEMENT OF MICHAEL L. ADLEY, TREASURER, ADLEY EXPRESS 
CO., INC., NEW HAVEN, CONN. 


Mr. Apixy. Mr. Chairman and members of the committee, my name 
is Michael Lewis Adley. I have been in the motor freight industry 


for more than 30 years. I am now president of the Adley Express Co., 
Inc., whose general offices are at New Haven, Conn. I am and have 
been, president and director of the Connecticut Motor Transport Asso- 
ciation, president of the Motor Carrier Council, and a tri-State re- 
gional group of common carriers, and a director of the Eastern Motor 
Kreight Bureau. 

My company is opposed to H. R. 3203. We believe that passage 
of this bill would make it impossible for the Interstate Commerce 
Commission to deal with one of the most serious problems which con- 
fronts the motor freight industry. ‘The Commission dealt with that 
problem in its proceedings known as La parte MC-—43, Lease and 
Interchange of Motor Vehicles. The Commission’s solution of the 
problem was approved by the United States Supreme Court. We be- 
lieve the Commission decision was a sound one and should not be, in 
effect, re pes iled by legislation. 

H. R. 3203 is intended to validate the gypsy system of truck oper- 
ations by depriving the Commission of the power to regulate vehicle 
leasing. Gypsy operators are carriers who own no vehicles or only a 
few vehicles. They rely for movement of freight on itinerant owner- 
operators who show up from time to time. The ability of the carrier 
to lease vehicles temporarily was a very natural and understandable 
thing when our industry was first put under regulation. But our in- 
dustry has now had substantial experience with unrestricted truck 
leasing, and knows the practices and conditions which leasing leads 
to. Gypsy operations defeat the whole purpose of regulation to 





TRIP LEASING a7 


eliminate “dog eat dog” competition and to stabilize the industry 
so that it would be of greater benefit to itself and to the shipping and 
general public. 

The Commission took an essential step when it forbade leasing of 
vehic < from owne r-operators unless for a pe riod of at least 30 days. 
The trip lease is the heart of the system of gypsy oper ations. The 
Commission must have power to re ulate vehicle leasing, and it ought 
to have considerable latitude in this connection. I can best show the 

eed for ICC regulation of leasing by describing my company’s opera- 
tions and comparing them with the operations of a gy 
company. 

\Mlvy company is a common carrier of general commodities in the 

ou ghly, between Pr hil: del} hia an d Bos ton. We employ approx- 

ately 8d)0 men ag own ap proxin ately 425 vehicles. We have 11 

nals, connected by a teletype system, and at each of these ter 
sais we have mec a anics on 24-hour service whose dut y it is to in- 
ect our vehicles be fore they fo out. We have a maintenance shop, 


DsV cLruckKiIng 
r™. 


ploying abou t sU0 men capable of doing practically any ob in 


iring trucks. 

We have special safety and personnel departments whose iob if is 

issure that our vehicles are safe and our drivers competent. We 
ve three highway patrolmen who cruise the highways on which 

ur vehicles travel in order to assist and check on them. Our trucks 

are equipped with instruments, tachographs, which keep a continuous 

record of the speed at which the trucks are operated. 

We do all that we possibly can to assure that our service to the public 

s good and as safe as we can make it. We are proud of onr record. 
When freight is offered to my company, it moves in our own vehicles 
which are driven by our carefully trained employees. We do not use 
gypsies or hire others to perform our transportation. 

Legitimate carriers such as my company are being crucified by the 
competition from others whose operations are substantially conducted 
through trip leases or gypsies. Responsibility among common car- 
riers must be equal if competition is to be fair. How can this be so 
with a common carrier whose operations are substantially conducted 
through trip leases or gypsies? Let us compare the problems and the 
costs of a bona fide operation with those of a gypsy operator. 

First, the gypsy operator has no substantial investment in equip- 
ment. He has no personnel problems, and, therefore no personnel 
screening or training. He has no overtime, no vacations, and no paid 
holidays. His administrative costs are minor. He has noc omplicated 
insurance problems, no unemployment compensation and social-secur- 
ity taxes, no accident, sickness, and other benefits to provide employees, 
no vehicle registrations to pay, no maintenance shop to operate and, 
therefore, no investment in machinery and equipment, as well as me- 
chanics’ labor. His cargo loss and damage claims are usually sustained 
by the gypsy. 

The foregoing are the obvious things. There are many unseen costs 
and headaches which a bona fide operator must meet, from which a 
gypsy operator is completely free. Then there is also the question of 
safety on the highways. The legitimate carrier must devote much 
of his time and attention to this important factor, but the gypsy 
operator shirks the responsibility. It does not require a genius to 
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conclude that the gypsy operator holds a totally unfair and unequal! 
advantage over the legitimate operator. 

We know that gypsies are exploited. They are compelled to keep 
their equipment running regardless of condition. They must rul 
excessive hours with excessive loads. Even if they know their equip 
ment needs attention they do not have the time to take care of it. 

And, more important, an owner-operator can’t bring his vehicle to 
the well-equipped maintenance shops, with specialized mechanics, 
which fleet operators maintain. Fleet operators have experienced 
personnel, constant inspection, close supervision, and a great self 
interest in keeping the equipment in first-class condition. 

In addition to this, every fleet operator whose drivers belong to 
union has another check on the condition of his equipment. There is 
no union contract that does not contain a clause giving the employee 
the right to refuse to work on a vehicle which is defective in condi- 
tion or equipment. Besides this clause there is another which forbids 
a driver to operate at an excessive speed schedule, or without suf 
ficient rest, or in violation of law or ordinance. Compare this pro 
tection against the unrestrained, uncontrolled freedom of conduct of 
an owner-operator. 

However, in the public eye the gypsy operator is enjoying th« 
benefit of the record of dependable service and safe driving, whic! 
legitimate operators have been trying to build up because, generally 
speaking, the public makes no distinction between the two types o! 
operations. 

There are two classes of owner-driven vehicles which are engaged 
by gypsy operators. The true gypsy is an itinerant owner-operator 
who goes from carrier to carrier hunting for loads. Additionally, 
there are owner-driven vehicles which get on the highways initially 
by carrying exempt agricultural commodities. After arriving at 
market with their produce, they hunt about for loads from carriers 
which may get them home or close to home. These two classes of 
cypsies actually tend to blend together and there are no differences 
in the results of their operations. 

Now, getting back to a further measure of the inequality of com 
petition, let’s see how it is aggravated and multiplied when the com 
pensation to a gypsy is based on the percentage of the revenue which 
accrues to the holder of the operating authority. How can the gypsy 
operator lose? This is bad. But to make it worse, who gets the best 
paying freight, the full loads? The gypsy operators do. 

Who is called to handle the miscellaneous freight? The legitimate 
operator is left with the expensive miscellaneous freight to handle 
The gypsy operator gets the cream. The crumbs are left for the 
bona fide operator who is sweating to build up the reputation and 
standing of motor transportation. 

In addition to the advantage the gypsy operator has by paying the 
gypsy a percentage of the net revenue, which is bad enough, the next 
thing that happens to the legitimate operator is that rates are cut 
to promote return loads for the gypsies. 

Normal rate structures are shot to pieces because a gypsy operator 
can reduce rates below the level compensatory to the “Tegitim: ute op- 
erator. The reduction in gross revenue can make no difference to him. 
He always gets his share. 
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But such rates are below the operating costs of the carrier who owns 

s own equipment, hires his own help, and has the manifold problems 

d expenses to which I referred before. 

lhe gypsy operator does not have to worry how, and through what 

eans, and in what equipment the gypsy gets there. All he is con- 
cerned with is the percentage of revenue which he is bound to collect. 

[he gypsy operator may say, and it has been said, “Well, if you 

nt to be a sucker, go ahead. You do business your way and we'll do 

siness our way.” Fine. Maybe what will happen is that we'll all be 
doing business that way. 

[f these gypsy operations are permitted to continue, eventually, 
every present legitimate operator will have to resort to the same prac- 
tice in order to survive. He will either sell his present equipment to 
owner-operators or, gradually, as he is required to make replacements, 
resort to gypsies to carry freight. 

If and when this happens, not only will the motor-carrier industry 
suffer, but the entire economy of the Nation. There can then be no 
dependable, sound everyday motor transportation of property. 

Che Interstate Commerce Commission has been aware of these facts 
for a long time. Many of them were fully developed in the hearings 
ind proceedings which led to the leasing rules it ordered into effect on 
May 1951. Those rules have not yet gone into effect because they were 

llenged in court and only recently were sustained by the Supreme 
Court. The ICC rules, as they restrict gypsy operations, are funda- 
mentally sound. They ought to be allowed to stand, and should not be 

estroyed by legislation such as H. R. 3203. 

The objective of Congress should be to protect the public against 
exorbitant freight charges or other transportation costs and to insure 
dependable service to business and industry. The growth of motor 
ransportation was not due to any deliberate plan by any one group. 
lt is part of the development of the economy of the United States 

‘h started when Henry Ford moved the population away from rail 
nes by giving cheap transportation to the general public. There are 
any social and economic advantages which arose from this develop- 
nt. Factories are now located where they have sufficient light, air, 
nd ideal working conditions and where workers and their families 
joy better living conditions. Communities away from the rail lines 

were never properly served in this respect by railroads and cannot 
be now. 

rhe railroads are engaged in an adroit campaign to generate in the 
public mind a feeling that it is on their side. It is trying to build up 
n the minds of the public a resentment against trucks on the theory 
that trucks damage the roads and that motor transportation and other 
ompeting forms of transportation are being subsidized at the expense 
ofthe public. This sudden solicitude is transparently insincere. Some 
of it might well be used to eliminate unprotected grade crossings which 
ure killing and maiming motorists all over the country. The real pur- 
pose of the railroads is to force additional expense upon competing 
forms of transportation and raise the freight rates so that they will 
be In a position to raise their rates and still be in a competitive posi- 
tion. In other words, they want to do the taxing of industry and the 
CONSUL public, thereby protecting themselves against their own 
ineficiency. 
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The question whether or not trucks damage the highways is a tech 
nical one on which experts, as experts always will, can disagree, Ni 
ertheless, in my own State of Connecticut, William J. Cox, who was 
the former State Highway Commissioner for many years and a recog 
nized authority in his field, made the following statement at a hear 
held by the motor-vehicle committee of the State legislature on a | 
to increase the gross-weight law in Connecticut on April 2, 1947. The 
following is an exact transcript as it appears in the files of the Stat: 
library: 

Senator CorNeLius Mutviary, Jr. Commissioner Cox, I would like to ask 
you one question? How many miles of highways in your opinion could not 
carry a weight of 50,000 pounds. 

Highway Commissioner Cox. If it didn’t have adequate wheels and tires o1 
it, it would not. If you had enough tires on it, it would. 

Senator CoRNELIUS MULVIHILL, Jr. How many miles of highway off the main 
areas, if trucks were allowed to travel with increased weights? On either tow: 
or State-aid highways. How many miles of highways? 

Highway Commissioner Cox. With tire sizes according to specified limits, 
22,400 pounds to the axle, I think substantially all the highway system would 
stand the loads. 

In other words, a properly loaded truck with its weight properly dis 
tributed on its axles does not damage modern highways. Therefore, 
in my opinion, any legislation which is passed or any action which is 

taken should be directed against improperly loaded trucks which ar 
the real offenders and not against the entire industry. 

Competition in transportation is vitally necessary to protect the 
general public against exorbitant rates. Wide areas of the count 
cannot be condemned to economic paralysis merely to satisfy the sel 
fish interest of the railroads no matter how it is dressed up or disguised 

The main question always will remain. Should revenues deri 
from the various fees and taxes on motor vehicles be used to develo ‘ 
and maintain a highway system in this country? A modern and com 
plete network of highways is vitally important, not only to the eco- 
nomic life of this country, but for purposes of defense. States ar 
constantly diverting funds received from motor-vehicle registrations 
and taxes to general purposes. A good example is furnished by the 
State of New Jersey. Effective 1951, New Jersey will increase the 
registration fees on trucks only, by approximately 25 percent. This 
increase will not be used for the construction or maintenance of high 
ways but will be diverted to general purposes. We believe that this 
is shortsighted and ultimately aggravates the existing problem of 
lack of sufficient highways and properly maintained highways. 

Before the public is misled into a general condemnation of certain 
forms of transportation as being specially favored or subsidized, this 
subject should be thoroughly studied and the overall needs for trans 
portation of the Nation as a whole, not only for normal but for ab- 
normal and wartime conditions, should be met out of funds which are 
derived from taxes and revenues from highway users. I believe that 
motor carriers more than pay their own way. 

The Cuarmman, Are there any questions, gentlemen ? 

If not, we thank you, Mr. Adley, for your statement to the com 
mittee. It will be helpful to us in considering the question. 

Who is the next witness that you have among your group? 
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STATEMENT OF JOHN J. LANE, VICE PRESIDENT, ASSOCIATED 
TRANSPORT, INC., NEW YORK CITY 


Mr. Lane. My name is John J. Lane and I am president of Asso- 
iated Transport, Inc., 1775 Broadway, New York, N. Y. 

The Cuatrman. How long will your statement take, Mr. Lane / 

Mr. Lane. It won’t take very long. 

The CoarrMaNn. I am trying to figure out ahead a little bit. 

Mr. Lane. I imagine it will take about a minute and a half 
minutes. 

The CratrMan. I do not want you to be confined to a point where 
you cannot properly state your position. You feel free to take more 
time than that. What I do wish to have in mind is the fact that the 
House convenes at 11 o’clock and I assume that it will be in accord 
with the wishes of the committee that we continue at least until there 
isa call of the House. 

Whether there will be such, I could not know, but looking ahead 
for the day I have an indication here that the Banking and ne? 
Committee will have a bill dealing with rent control, H. R. 4507, be- 
fore the House today and that there will be general debate on that bill, 
[ think, of 2 hours. I am not certain as to the length of time of the 
debate. 

Then, later in the day, there will be the Columbia Basin power 
project, H. R. 4025, in which there will be 1 hour of general debate. 
\s to just when we will reach these particular points of general debate 
I do not know, but we will try and keep advised and it is my hope that 
the committee will keep going even though it might h: ave 1 or 2 in- 
terruptions, at some point, to answer a rolleall. 

You may proceed. 

Mr. Lane. My name is John J. Lane. I am vice president and di- 
rector of industrial relations of Associated Transport, Inc. I appre- 
ciate this opportunity to appear before this committee and present my 
company’s views of H. R. 3203 

This bill would so amend the present Interstate Commerce Act as to 
deny to the Interstate Commerce Commission the power to regulate 
the ‘dur: ation of any lease by the use of a motor vehicle, by a motor 
carrier in providing transportation or the amount of compensation to 
be paid for such use. My company opposes the bill. 

It believes the Commission should have the power to regulate these 
aspects of vehicle leasing by motor carriers. It further believes that 
the Commission has exercised its present powers wisely in prescribing 
rules which prevent the leasing of owner-driven vehicles for periods 
of less than 30 days on a basis of sharing revenues. 

Our opposition to H. R. 3203 is based upon competitive factors 
within the trucking industry. My company believes that it is called 
upon to face unfair competition from other motor carriers who do not 
operate their own equipment but primiraly use in their operations 
owner-driven vehicles engaged on a trip-lease, revenue-sharing basis. 

Associated Transport has operating rights in 14 States, extending 
from Georgia to Massachusetts, and as far west as Ohio. Associated 
Transport is the largest modern common carrier of general commodi- 
ties in the country. During 1952, this company transported better 
than two billion, two hundred-odd million pounds of freight. We 
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own and operate more than 3,000 pieces of equipment. Ali of it is 
maintained and driven by the company’s own employees. 

I have read with a great deal of interest the testimony which Mr. 
Michael Adley proposed to give this committee. I think !n general 
that Mr. Adley has stated effectively and accurately the reasons which 
require the elimination of unrestricted trip-leasing. This is so be- 
cause of his widespread experience in the transportation business, of 
which he is well recognized today as probably one of the outstanding 
in the business. 

Associated Transport, like other companies, has been forced on 
oceasions by competitive conditions to employ owner-operators, but 
less than 5 percent of the equipment utilized by the company has been 
short-term-lease equipment. Basically our company 1s opposed to 
the short-term trip leasing of owner-operators, or gypsies as they 
are so often referred to. 

Trip-leasing has proven to be a highly undesirable factor in our 
industry. We have felt for a long time that it should be abolished, 
and we strongly support the present ICC leases which would prohibit 
trip-leasing of owner-operator equipment. Experience has proven 
that unrestricted trip leasing has highly undesirable consequences, 
It creates unequal competitive conditions and bears unfairly on com- 
panies such as ours which own and operate their own equipment. 
Companies that do not own any equipment, or only a few vehicles do 
not really assume their carrier responsibilities to the general public. 

I understand that various agricultural interests are supporting the 
present bill. I am familiar with the general tenor of the arguments, 
haulers of agricultural products, so-called exempt commodities, are 
anxious to get return loads of general freight after they have hauled 
agricultural products to market. They can do this only by leasing 
their vehicles to certified carriers for a return trip. 

This practice is absolutely destructive to carriers such as ours. 
The exempt hauler when engaged in a trip-lease basis by a carrier 
is under no real control by that carrier. Only too often they do not 
feel required to adhere to any safety regulations, because they do not 
adhere to safety requirements and because they are anxious to get 
any load whether or not there is a compensatory one. They are often 
willing to make, what for them, is a back haul for little more than 
gas money. 

Companies like ours having a large investment, and operating under 
the rules and regulations of the Commission, cannot stand this sort 
of competition. We are forced against our desires into using the 
so-called gypsies. The whole scheme of regulated competition is 
broken down by carriers who conduct their operations primarily 
through trip-leasing owner-driver vehicles. 

There is a great deal of criticism of the trucking industry these 
days. It is undoubtedly fomented by competitive forms of trans- 
portation. While this criticism is exaggerated, and much of the criti- 
cism unwarranted, we would not claim that there are no ills in the 
industry today. We do say that what ills there are would be greatly 
reduced by the abolition of trip-leasing and the elimination of the 
owner-operators, 

My company therefore opposes H. R. 3203. We think the pro- 
posed Commission restrictions on vehicle lease are sound and necessary 
and should be put into effect promptly. We honestly believe that 
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breaking up the trip-leasing system of operations will be to the ad- 
vantage of the true king industr y or the shipping public and the gen- 
ral public at large. 

The CuatrMan. Are there any questions, gentlemen ? 

Mr. Hair. Mr. Lane, let me get your idea of public policy. Sup- 
pose Tam a farmer in Virginia and I own a truck and I have some 
perishable crops that I want to get into market. I send my hired 
man with the truck into the market with perishable crops here to 
Washington to sell them. Then, on the return trip he brings back 
fertilizer that I need for my farm. You do not quarrel in the least 
with that transaction; do you? 

Mr. Lane. Absolutely not, sir 

Mr. Hate. All right. Now, instead of bringing back fertilizer, I 
make an arrangement for hire with my neighbor to bring back a load 
of furniture which he is going to use in his own home. Is that ob- 
jectionable in your mind ¢ 

Mr. Lane. I personally would not object to that; no, sir. 

Mr. Hate. Then instead of doing that, he hires out for 29 days to 
some trucking company here in Ww ashington, and runs all over the 
country, and that you do object to? 

Mr. Lane. Well, no: I would not object to that, either, sir. What 
| would object to is in the instant case you describe, if that man came 
in from Virginia with a load of perishable farm commodities for 
distribution here in W ashington, D. C., and then undertook to hire 
out to a nonearrier, a so-called common carrier with no equipment 
whatsoever, and run his equipment to carry commodities that are nor- 
mally carried by a common carrier by motor vehicle, and run it down 
to Atlanta, Ga., or Wheeling, W. Va., or Chicago, IIl., without any 
semblance of regulation. That I must strenuously object to. 

I believe in that sort of a situation he is really perverting the ex- 
emptions given to him as an agricultural carrier. 

Mr. Hate. Why do you not say the same thing when he carries fur- 
niture back to his neighbor ? 

Mr. Lane. I qualified it for his neighbor; in that sort of thing it 
is a part of the American custom where, if you and I were neighbors 
down in Virginia, or wherever you happened to come from, sir, and 
I could be of service to you, I would be most happy to render that 
service. 

If, on the other hand, I attempted to use my equipment and my 
vehicles to perform a service that normally and basically and his- 
torically is carried by a common carrier by either motor or rail, I 
most seriously would object to it. 

Mr. Hare. Well, I can see plenty of ground for saying that the agri 
cultural exemption should not be used for the carrying of entirely 
different commodities, but I cannot quite understand all of this emo- 
tional attitude about eypsy operators and so on, 

Mr. Lane. Well, I am not, believe me, sir, attempting to be emo- 
tional. I have a ed interest in this industry that we are engaged 
in. We are at the present time attempting to protect it from en- 
croachments from various other kinds of transportation which I think 
are eminently unfair; and we have been subjected to ton-mile taxes 
in various States in this country; and I was listening to some of the 
questions propounded here this morning and when the point was made 
about increased cost to the farmers I would like to submit likewise 
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that additional ton-mile tax on motor vehicles will result in increased 
costs to not only the farmer but the consumers of all products that 
are used in this great country of ours, because nothing that we use 
in our daily life at some time or other isn’t hauled and utilized 

truck transportation, and utilized in bringing it to or from the market 

Certainly, with respect to the farmer that you are referring to, if 
he is engaged strictly in agric eg work with that truck, I person- 
ally have no quarrel with that, sir. But I think you will agree with 
me if that tractor that is an i ostensibly to haul farm products to 
and from market instead of hauling products pans to the farm, it is 
used in tr: ansporting freight on the rights of a common carrier by 
motor for a division of revenues. I think you will agree el me 
that that is hardly an equitable procedure under our system of 1 
lation today. 

Mr. Har. Well, I still have difficulty in seeing just exactly where 
you draw the line. Suppose instead of carrying a load of furniture 
back to his neighbor, he carries a load of furniture from Washington 
to New York and then brings back some other commodities from New 
York to Washington, and then comes back to the farm. Do you have 
objection to that ? 

Mr. Lane. Yes, sir. I think the movement from Washington to 
New York in the instant case that you described, should commonly 
be performed by a common carrier by motor, or who is duly certificated 
by the ICC to perform that service, by his own people, with his own 
equipment, or at least if he is going to employ this man to have him 
on his payroll for a period of 30 days or more where he can regulate 
the hours that the man works and oversee the safety requirements of 
his equipment and other factors that might tend to bring this industry 
to its rightful position in the scheme of things. 

Mr. Hare. I think that that is all. 

Mr. Bennett. If the certificated carrier enters into an agreement 
with the gypsy operator, isn’t the operator responsible under his 
franchise for the kind of a job that the gypsy does, or the kind of 
equipment he uses, and for the general operation ? Is he not respon- 
sible to see that he, the gypsy, performs his contract in the same man- 
ner as the carrier himself would perform it if he were using one of 
his own trucks ? 

Mr. Lane. I would rather answer—I think the question could be 
rather answered this way, sir: That the man that hires the so-called 
gypsy is concerned only with the responsibility of delivering the com- 
modity that he picks up and delivering it to its destination. Once he 
gets there he is free and clear. 

If, on the other hand, there was some accident on the highway or 
injuries, I would be inclined to agree with you that ultimately the 
certificated carrier might have well been held civilly responsible for 
any damages that occurred. 

Mr. Bennett. Could not he also be held responsible by the Commis- 
sion? In other words, if a certificated carrier, by the use of a gypsy 
operator, violates the rules and regulations of the ICC or the law 
itself, is not that grounds for a proceeding against him by the ICC 
to revoke his certificate ? 

Mr. Lane. I think it would be grounds for the Interstate Commerce 
Commission to proceed against the operator, the so-called gypsy op- 
erator, but bear this in mind, sir. 
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Mr. Bennett. I am not talking about the gypsy operator. I am 
talking about the operator whose franchise the gypsy is working under. 

Mr. LANE. Well, there is a question in my mind whether the operator 
could be subject to any penalties by the Interstate Commerce Com- 
mission. 

Mr. Bennett. A certificated carrier is supposed to, as I understand 
it, operate in the public interest. 

Mr. Lane. That is correct. 

Mr. Bennerr. And to operate in accordance with the rules of 
the ICC. 

Mr. Lane. That is right. 

Mr. Bennerr. Now, if he designates someone else or permits some 
other carrier to operate under his franchise, does not he have the 
same obligation under the law and the regulations to see that that 
man operates the same as he himself would operate ? 

Mr. Lang. Yes, sir, he gpa would have the same obligations, 
but the enforcement ‘of would be ineffective. The enforcement 
might be ineffective for mig reason, Mr. Congressman, that your ICC 
governs hours it serves and on-duty time : and other factors that are 
conducive to safety on the highway. But you, being the common 
carrier, might employ me to carry a load of fre ight from New York 
City to Detroit, Mich., and as soon as I arrive in Detroit, Mich., my 
duties and obligations to you are over. 

Then I go to work for some other company coming from Michigan 
back to Savannah, Ga., and so it would be almost a metaphysical im- 
possibility for the Interstate Commerce Commission or any other 
regulatory body to proceed under existing conditions against the 
certificated carrier, in the instance that I just described. 

Mr. Bennett. They could proceed against you if you were the man 
that had employed him to go from New York to Detroit. 

Mr. Lane. They could proceed against me for violating the hours 
of service and the on-duty time and not keeping logs in proper shape. 

Mr. Bennerr. The thing I am wondering about is that a lot has 
been said here about these gypsies being unregulated and not sub- 
ject to safety rules and not subject to various rules and regulations 
of the Commission. Maybe I misunderstand this situation, but I have 

gathered the impression that a gypsy operator cannot function unless 
be does so under the certificate of a carrier who has a franchise from 
the ICC. 

Mr. Lane. There is only one variance to that, if he carries for a 
Pi rs sned or some other industry. For instance, he might carry 
a load of freight for a manufacturer from point A to point B. 

Mr. Bennetr. Well, does this have anything to do with that? 
This present bill, does it have anything to do with that arrangement ? 

Mr. Lane. I think that it might if it would compel whoever hires 
these people to put them on a 30-day basis. 

Mr. Benner. The thing I am wondering about, and it has not 
been made clear to me, is that if the Commission has the author ity to 
regulate a certificated carrier, and to cancel or revoke his certificate 
if he does not comply with the law, should not that give the Commis- 
sion sufficient authority to police these so-called carriers that use 
gypsies ? 

_ Mr. Lane. I would think so, sir, and I think that the case that was 
just decided by the Supreme Court tended toward that end. 
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Mr. Bennerr. I mean without the regulation that they have put 
into effect. 

Mr. Lane. I doubt it very much, sir. I doubt it very much. It 
would seem to me that the only way that they could really regulate 
these itinerant operators or truck people would be by having the con- 
trol of the term of the lease and setting down the terms and conditions 
under which these leases could operate. 

Mr. Bennett. That is all I have. 

Mr. Heseuron. Do you agree with Mr. Tobin’s estimate that there 
is approximately 25 percent oversupply of trucks in the country 
today ? ; 

Mr. Lang. Twenty-five percent over, you say ! 

Mr. Hesevron. I think that that is the figure that he used. 

Mr. Lane. Well, I would not want to say “Yes” or “No” to that. 
Our company just bought 500 brand new tractors and about 600 nev 
trailers, and we certainly hope to run them over the highway. | 
suppose that if you counted the number of pieces of equipment on the 
highway that are not fit to run on the highway, that might be a men- 
ace, and if you eliminated those, I think we could continue to use 100 
percent equipment of motor vehicles. 

Mr. Hesetron. If you eliminate the unsafe trucks, you would be all 
right? 

Mr. Lane. Just like the insecure automobiles. 

Mr. Hesetron. I would like your comment on a couple of other 
points. 

In the Supreme Court decision in this matter, Mr. Justice Black 
filed a dissenting opinion in which he said this: 

The Commission’s rules makes it impossible for these exempt carriers of agri- 
cultural products to get the advantage of a lease for a return haul. The result 
is destruction for a large part of their business. 

Now, that is a rather positive statement. Do you feel that that is 
likely, that it will have the effect of destroying the people engaged in 
this exempt hauling? 

Mr. Lane. I would hate to disagree with the learned Justice, but in 
this case I do, sir. 

Mr. Hesetron. Now, to go to something that is not quite as strong 
as that, I notice one of the witnesses has filed a statement and refers 
to a letter of March 27 of this year from Commissioner Mahafflie, as 
Acting Chairman of the Commission’s Committee on Legislation, ad- 
dressed to the Honorable Charles W. Tobey, chairman of the Senate 
Committee on Interstate and Foreign Commerce. 

He states that he referred to the facts before the Court, and one of 
the appeals from the ICC’s decision gave particular consideration to 
the assertions of some of the parties, including the Secretary of Agri- 
culture, that the rules jeopardized the national economy. He said, 
“Such practices might result in restricting the distribution of the 
products of agriculture, increasing the mileage operated without 
cargo.” The Court said that this was an argument which must be 
addressed to the Congress. So, of course, in this particular instance, 
it is addressed to each of us. 

Now, in your opinion, would it have the effect of restricting the 
distribution of products of agriculture ? 
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Mr. Lane. I do not think so, sir. I think facts and circumstances 
over the past 25 years have certainly discarded that theory because 
f there is any single instrument that has been responsible for the 
development of, for instance, the industrial potential of the South, 
t has been the trucks. 

Commodities are manufactured in the Carolinas, in Georgia, and 
lexas, and within 24 or 36 hours it is at the market in New York City, 
nd if Chicago, they are in Chicago in 24 to 36 hours. I think that 
there has been no medium that has brought about a more stable econo- 

y than the trucking industry. 

“] can say this, though, addressing myself particularly to this ques- 
tion that you are raising, I suppose that if they took off all of the 
railroad trains running between two given points because there was 
not sufficient traffic to maintain a modest return on revenue, it might 
very well reflect increased costs. I think the same would apply here, 
but I do not think it would have much effect on the overall picture. 

[| think the truckers in the past have, and will in the future, per- 
formed as good service for the farmers as they performed for indus- 
try at large. 

Mr. Hrseuton. Do you foresee any increase in the mileage being 
operated by both regulated carriers and these exempt carriers be- 
cause of the 30-day provision ¢ 

Mr. Lang. May | have that question again, sir? 

Mr. Heserron. I read from this letter of Commissioner Mahaffie 
that it would have the effect of increasing the mileage operated with- 
out cargo by both regulated carriers and | transporters of agricultural 
commodities. I think he means that if you have the 30-day provision 
there would be a large increase in one-way empty mileage. 

Mr. Lane. I think that that is one phase, and it is equally true that 
t might tend to bring about a more efficient operation. It would seem 
to me that if they are going to market today, they will be pretty as- 

sured of a load of farm. produc ts coming back. In other words, what 
I am trying to say, sir, it might tend to bring about a more efficient 
operation of a truck between 2 or 3 given points. 

Mr. Hesertton. As I have understood the testimony, there was 
pretty general agreement that it would be a very unusual transaction 
where a load taking exempt commodities to any part of the country 
and then the return trip where it would take as many as 30 days. 

You have indicated the speed with which you were able to get the 
products from the South into New York and Chicago. Would not 
the 30-day provision have a tendency to decrease that type of haulage? 

Mr. Lang. Well, it might tend to decrease that type of haulage, 
but at the same time it would undoubtedly give more stable employ- 
ment to a man that has invested money in this motor equipment, the 
so-called gypsy. 

For instance, if this regulation provides, and as proposed here, if 
[ lease a tractor from you, I have got to keep you on my employment 
for 30 days, and it is true as we are sitting in this room I am going 
to try to keep you busy for 30 days. 

[f, on the other hand, without any kind of restriction or any kind 
of regulation, I can hire you to carry one load of freight for me, and 
I am through with you, it seems to me that the stability of employ- 
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ment for you is gone, and the stability of the industry likewise j 
weakened. 

Mr. Heserron. That is all. 

Mr. Rogers. Mr. Lane, I have just two questions that I would like 
to have you clear up for me. The first question is, I believe you 
stated that you had employed gypsy ¢arriers at times. 

Mr. Lane. Yes, sir. 

Mr. Rogers. Well now, they could not come back with a return load 
unless you gave them a lease, could they ? 

Mr. Lane. Well, yes; or, rather, I would say no. 

Mr. Rocrrs. Do you not make a greater profit out of making a lease 
with these so-called gypsies and carrying a load back from whatever 
part of the country it came from than you would if you operate your 
own trucks ? 

Mr. Lane. Well, you are speaking of our own company. I do not 
think we do. 

Mr. Rogers. As a general rule then. 

Mr. Lane. As a general rule, I think you could. 

Mr. Rogers. Why should you people come and ask the Government 
to do something for you ths it you can prevent yourse slves? In other 
words, these so- called gypsi es could not get a return load to their 
respec tive territories unless some certified common carrier gave them 
alease. Is that right? 

Mr. Lane. That is absolutely right, Congressman. 

Mr. Rogers. Why do not you fellows get among your ownselves and 
say, “Now we are going to re this,” what you call this practice. 
W ‘hy should you come to the Government and ask us to do something 
for you, something you can do for yourselves? 

Mr. Lanr. There is just this one point, sir, that we have the so-called 
certificated carrier that owns and operates its own equipment and is 
subject to all of the safety rules and regulations of the Interstate 
Commerce Commission, and believe me, sir, in many cases they ar 
very rigidly enforced. With a company that emp loys 10) percent 
so-called owner-operators, that rigidity of enforcement is lacking, for 
the reason that the employee is not working for one company all o! 
the time. He might be working for you today and me tomorrow and 
somebody else the next day. 

Mr. Rocers. But they cannot work for anybody so far as bringing 
back a return load is concerned unless some duly authorized, certified 
common carrier gives him a lease. 

Mr. Lane. Well, it would seem to me if the Interstate Commerce 
Commission is going to regulate motor carriers, it should regulate 
them. I agree with you that maybe the operators could attempt to 
carry out that thought that you have in mind, but I submit this ques 
tion to you likewise, sir: Would we not be subject to a proceeding 
from the Department of Justice on a conspiracy or one thing or an- 
other, or establishing a monopoly ? 

Mr. Rocers. Not at all, as I see it. 

Mr. Lane. Maybe it is your idea. 

Mr. Rogers. I cannot see that the Government can require you to 
hire a man if you do not want to. 

Mr. Lane. It is a very live question, and many of the operators 
have talked about the point that you made, and the general consensus 
of opinion is that if we attempted to carry that out, we might very 
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well find ourselves defending a suit here from the Department of Jus- 

e, and those take about 4 or 5 or 6 years, and by that time we would 
be all out of business. 

Mr. Rogers. I think we ought to get back to that good old demo- 
cratic way of doing business, where we take care of ourselves where 
we Can. 

Mr. Trrornserry. I want to thank you for your statement and your 
rather frank and clear answers to the questions. 

| would like to ask you this, bearing out a little bit more the point 
Mr. Rogers asked you about. You referred in your statement to 

wypsy operators, and then you said you operated with gypsies. Do 
you make a distinction between gypsy operators and gypsies, that 

are operators who are certificated common carriers who, in turn, 
ied these exempt truckers that come up and hire out to the com- 
mon carriers. 

Mr. Lane. There are some in the industry, I am quite sure, Mr. 
Thornberry, that do just as you describe, but generally I will say 
what we call a recognized common carrier, when they employ a so- 
called owner or operator or fleet of trucks, they generally operate 
on a long-term lease with those people. I think that that is generally 
true. 

Sut it is these so-called itinerant gypsies that might have per- 
formed service for a certificated carrier that carry overloads and any 
other disagreeable chores that bring criticism upon this industry; 
those are the people I think we are aiming to correct. 

Mr. THornperry. You say companies that do not own any equip- 

nent or only a few vehicles do not assume that responsibility. ‘Those 
alias ones to whom you are referring ¢ 

Mr. Lane. That is right. 

Re THorNBERRY. Now, may I ask you this: Do you know whether 

‘not there are a great many or a few as compared to all of the other 
tote al number of certificated common carriers who own no equipment 
whatever or only a limited amount of equipment who operate in this 
way 

Mr. Lane. I am sure there are some, but how many, I do not know. 
[ think that in the last 2 or 3 years the trend has been to operate 
certificated carriers - ning their own equipment. 

Mr. Trorneerry. I did not hear the last part of your answer. 

Mr. Lane. I say within the past 2 or 3 years the trend has been 
for the certificated carrier to own his own equipment. 

Mr. THornperry. Now, you mean that the trend is increasing more 
and more, that you have got these carriers who are certificated by the 
Interstate Commerce Commission to own their own equipment? Well 
now, bearing out what Mr. Rogers said, at the same time, you could 
not have this practice to which you object unless these certificated 
common carriers leased this equipment ? 

Mr. Lane. That is right. 

Mr. Trornperry. Now, the reason I asked that question is that so 
many times the point has been raised, and I believe somebody is a 
previous statement talked about the fact there were so many people 
with a desk or telephone who were engaging in trip leasing. Now, 
those people, whether they have equipment or whether they should be 
certificated, are actually certificated common carriers, are they not? 
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Mr. Lane. They have rights to operate over certain highways 
either regular or irregular, and they might have the office that you 
described in any city of the country, and they can call up these so- 

called gypsies and tell them, “I have got a load of freight going from 
point A to point B”; and in many cases, they divide the revenue on a 
70-30 or 60—40 or 80-20 basis. 

Mr. THorneerry. Are there many of those? 

Mr. Lane. I do not know offhand; I know there are quite a few, 
but I could not say how many there are. 

Mr. THorneerry. You said something about the fact in talking 
about, I suppose you are getting back to these truck owner-operators, 
that they are willing to make a haul to pay for their gasoline money 
and thereby break down the rates. 

Now, as I understand it, somebody has to charge the original ship- 
per what is the published rate. The full rate is paid, is it not? 

Mr. Lane. Well, my understanding is that on the rates prescribed 
by the Interstate Commerce Commission, that is the maximum. They 
can always go a little bit lower. 

Mr. TrHorneerry. That is the point I wanted to be sure that I am 
clear in my mind about, and that is that taking a certificated com- 
mon carrier who charges a rate, he can charge to the original ship- 
per who wants to ship furniture, he can charge less than the pre 
scribed rates ? 

Mr. Lane. Yes, sir; that ismy understanding. Of course, there are 
other ways to bring about a cheaper rate, Mr. Thornberry. I suppose 
if there is to be some sort of connivance between the two, there would 
be plenty of ways of lowering that rate and giving a rebate. That is 
what it amounts to. 

Mr. Tuornperry. I believe that is all, Mr. Chairman. Thank you, 
sir. 

Mr. Hesevron. I would like to follow just a bit further your answers 
to the last two members’ questions. I would like to say I have glanced 
over a statement from a couple of gentlemen who describe themselves 
as gypsies and given a rather vivid account of the inadequacies of the 
compensation they received for their efforts. That is plus the fact 
that your testimony earlier as to the very substantial turnover among 
gypsies was given. 

Putting it all together, I just wonder if this problem is not likely 
to solve itself in terms of the fact that the so-called gypsies simply 

cannot survive. Is it your opinion that this will be a continuing prob- 
lem or do you think that the forces of the national economy will elim 
inate this type of practice ? 

Mr. Lane. I think it is very apt to be a continuing process. 

Mr. Hesevron. I did not hear you. 

Mr. Lane. I think it is going to be a continuing thing, because | 
recall right after we got out of the Army about 1946, and in through 
there, there was a concerted drive on selling trucks to returning GI’s, 
and I suppose as long as there are people selling trucks and people who 
are willing to listen to get-rich-quick schemes, you will always have 
that possibility. 

Mr. Hesevron. In spite of the percentage of failures which is quite 
high ? 
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Mr. Lane. I think there are some quite successful. 

Mr. Heseiron. How do you account for that? 

Mr. Lane. I can see where, if there are 2 brothers running a unit, | 
of whom is a mechanic to keep the thing in pretty good repair, and 
f he can be assured of a continuous operation, I think if a man can keep 
that unit in operation 18 or 20 hours a day, he is bound to make some 
money. 

Mr. Heserron. I do not want to ask an unfair question, but do you 
have any idea actually how many gypsies there are in operation today ? 

Mr. Lane. I have no idea. Whatever figure I give would be purely 
a guess. 

Mr. Hesevron. That is all. 

Mr. Scuenck. I would like to pursue the question of my colleague, 
Mr. Bennett, just a little further. Is it a correct statement that an 
employee, which could be an unscheduled trucker, that kind of an em- 
ployee of a certified carrier is also an agent of that carrier ? 

Mr. Lane. Well, it raises a pretty technical point there, Mr. Schenck. 
[ think some courts have ruled that the man you describe is an in- 
dependent contractor, and I beleive that if he is strictly on a trip-lease, 
one trip for you and another trip for Mr. Hoffman, or another trip 
for myself, he would very well fall into the category of an independ- 
ent contractor. Therefore, he would not be an employee of the 
employer. 

Mr. Scuenck. Well, if I, as a businessman, hire somebody to drive 
their automobile on an errand for me, do I not become responsible for 
his act, and is he not an agent of mine? 

Mr. Lane. If you send him on the errand, I would say so. 

Mr. Scuenck. Well, would not the certified carrier be sending him 
on the errand ? 

Mr. Lane. This would be a little different situation than the first 
case you described. I assume the man was taking your automobile and 
performing an errand for you at your request. On the instant case, 
we are describing now, the man that is running that vehicle is the 
owner of it, and I am hiring him and his equipment for one specific 
trip from point A to point B, and as soon as he reaches point B, he 
will work for someone else. In that sort of a case, he may not be an 
agent, and he might very well be considered an independent con- 
tractor. 

But if you are talking about civil liability, if the man is engaged 
nan accident from point A to point B, the normal process now is to 
sue both the so-called owner-operator and the certificated carrier; and 
in most. of the courts of the land today if they can find a modicum of 
negligence on the part of the certificated carrier, he is in a bad way. 

Mr. Brennerr. Now, if the gypsy operator, unscheduled oper- 
ator—— 

Mr. Lane. Perhaps that is a better term for them. 

Mr. Bennett. If he violates a rule of the Commission, is the carrier 
in violation ? 

Mr. Lane. Well, it all depends on what he is charged with, sir. If 
he is charged with not keeping the proper logs, that is the running 
time that a truck operator is supposed to comply with when he is 
operating a truck on the highway, I think in that type of case both 
the driver and the so-called certificated carrier might be penalized 
by a fine or something in the Federal courts. 
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Mr. Bennerr. The gypsy is not subject to the rules of the Commis 
sion, is he? 

Mr. Lane. Well, I think so; I think he is. That is especially wit! 
regard to the hours of service and the keeping of logs and othe: 
safety requirements of the ICC. 

Mr. Scuencx. If the unscheduled man, the driver, is subject to the 
ICC rules and regulations, then does he not become the agent of the 
certificated carrier ? 

Mr. Lane. Well, there again it is really a question of fact and how 
the courts would look at it. 

Mr. Scuencr. You just indicated that you thought the driver was 
responsib le; that the carrier that hired the driver was responsible to 
the ICC for the driver to follow ICC rules and regulations. Ther 
fore does he not become an agent? 

Mr. Lane. I will come to that. He might become an agent, but 
in this case I would say “No,” because this unregulated driver that 
you are talking about might carry 1 load of freight for you, and it 
takes him 14 or 15 or 16 hours or 10 hours, and there is no violation 
there. But within the limited time you might also carry a load of 
freight for him which would bring him in violation of the ICC. 1 
submit to you I do not know what court would say who is guilty in 
addition to the driver. 

You could certainly not be found guilty of anything because you 
had already terminated his service with you. And to get back to 
your point, one point further, I understand, and I know that the 
Bureau of Internal Revenue on these questions of withholding taxes 
and things of that sort have ruled in many instances that these people 
were independent contractors, and what constitutes an independent 
contractor is anybody’s guess. 

I think, as Mr. Crosser can tell you, under the Railroad Retirement 
Act, an independent contractor could be an employee one day and 
an independent contractor the next day. 

The CuarrmMan. Are you a lawyer, Mr. Lane? 

Mr. Lane. Yes, sir. 

Mr. Wuertrr. I might say in some of these instances they can 
carry split loads and carry half a load for one carrier and half 
load for some other carrier, and that has happened, you see, and who 

does he represent? That is the point. 

Mr. Scnenck. Would the approval or disapproval of H. R. 3203 
have any effect on the number of trucks on the highway ? 

Mr. Lanz. I think it might have some effect; yes, sir. 

Mr. Scuenck. Which way? 

Mr. Lane. I think it would tend to probably decrease to some 
extent. 

Mr. Scnenck. You mean the approval of this bill would decrease 
the number? 

Mr. Lane. This amendment requiring a 30-day contract, I think, 
might tend to decrease the number of trucks on the highway. 

Mr. Scuenck. Then you think the passage of this bill would 
increase the number of trucks on the highway ? 

Mr. Lane. No; just the reverse. I am sorry; that is right. 

Mr. Scuencx. You think the passage of this bill would increase the 
number of trucks on the highway ? 
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Mr. Lang. Yes, sir. 

Mr. Scuenck. That is all, Mr. Chairman. 

Mr. Hare. I have just one more question, Mr. Lane. Should not it 
be the policy of the law to encourage the farmer marketing his prod- 
wt—or at least not to prevent the farmer marketing his product— 
from getting a bona fide return load for hire and thus reducing the 
cost of his transportation? And that would not put the farmer in 
business as a competitor of the trucking concerns and it would not put 
him into the general stream of interstate commerce, which I can see 
very definite objec tion to. 

Mr. Lane. Well, I suppose if that could be accomplished, Mr. Hale, 
without interfering with the certificated carriers, I do not think that 
there would be any objection, but I cannot see how it would be accom- 
plished without interfering with the certificated carriers. 

' Mr. Hare. That is something for this committee to think about. 

Mr. Lane. I would think so; yes, sir. 

Mr. Hare. Unlike you, I can see a great deal of merit in the lan- 
suage of Mr. Justice Black which was quoted by Mr. Heselton. 

Mr. Petiy. You have an association of all the certificated carriers, 
do you? 

Mr. Lane. They have what is known as the American Trucking 
Association ; yes, sir. 

Mr. Pexty. Do you as individual members turn in your figures, 
and do you have any figures as to whether the certific ated carriers in 
the country are operating profitably, or at what percentage of profit 
on their investment they are operating 

Mr. Lane. Under the law, we have to file with the Interstate Com- 
merce Commission those figures. 

Mr. Peuxy. I was thinking about the statement that many of the 
members “backs were to the wall,” and I was wondering if conditions 
are such, Today we think of a tremendous amount of freight being 
hauled over the highways, due to war and other reasons. Are you 
operating at a profit now or reasonable profit on your investment ¢ ? 

Mr. Lann. Not the type of profit that we should be making, sir. 

Mr. Petry. I do not suppose anyone ever does. 

Mr. Lane. No; because this industry has been singled out for 
special treatment in many States of this Union, in form of ton-mile 

taxes and things of that sort, which ultimately must be borne by the 
consumer and which, in my humble opinion, is absolutely unnec essary 
inless we are paying millions of dollars in taxes for road construction, 
and I think the money should be used for the roads and not diverted 
for any other purpose. 

Mr. Pexiy. I do not think that has any bearing on this particular 
egislation. 

Mr. Lane. Except that it certainly tends to lessen the profits of the 
operators, because, as you know, for any additional costs that are put 
on this industry, in order to get relief we have got to appear before 
the Interstate Commerce Commission for inc reased rates, 

Mr. Petty. I was wondering, and my thought was that we all have 
an objective of lowering freight rates and the ultimate cost. to the con- 
sumer, as to whether or not this particular legislation would work one 
way or the other as to that objective. 
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For example, would the elimination of itinerant truckers increase 
your profits and thus allow you to have lower tariffs / 

Mr. Lane. It might very well accomplish that. 

Mr. Petry. You do not think it would increase the cost to the public / 

Mr. Lane. I do not think so; no, sir. 

Mr. Petry. That is all. 

Mr. Youncer. I have just one question here of Mr. Lane. 

In regard to the enforcement, most of the testimony given here has 
been that the ICC has been unable to enforce the present regulations. 
Do you agree with that? 

Mr. Lane. Well, I know we have been enforced. I cannot speak for 
anyone else. 

Mr. Youncer. Do you feel that your company is one of those why 
has been picked on? 

Mr. Lane. Well, I do not think we have been picked on. I thini 
that we have been given a pretty good going-over. 

Mr. Youncer. Well, is it to the advantage of the trucking industry 
to have these regulations enforced ? 

Mr. Lane. I would think so. 

Mr. Youncer. All right. They cannot be enforced unless the ICC 
has more money, according to the testimony of Mr. Tobin, and more 
inspectors. Now, as an operator, do you think that the advantage is 
sufficiently important to the trucking industry that they, by assessment 
or otherwise, would be willing to stand for an assessment to see that 
the ICC did get enough money so that they could have the inspectors 
and could enforce their regulations? 

Mr. Lane. You have two questions there. First of all, I would bi 
opposed to any additional assessment. I am not wholeheartedly in 
accord with the present makeup of the Commission, and I understand 
we are approaching an era of efficiency, and with the present staf! 
down there they could accomplish this supervision, with the staff that 
they have. 

Mr. Youncer, That is, you think it is not the lack of appropriations 
that causes the lack of enforcement of the regulations entirely ? 

Mr. Lane. Not in our case. 

Mr. Younger. I am glad to get that in the record. 

Thank you very much, Mr. Lane. 

The CratrmMan. Mr. Lane, we are all aware of the fine operation 
that is carried on by the Associated Transport Co. with which you 
are connected. We also appreciate the fact that you have spoken 
frankly to the committee. You have a large operation as a trucker; 
and, plus ; your knowledge of the law, it has enabled you to give the 
committee some considerable enieudihiets that will prove beneficial 
to it. 

Now, recognizing you as an outst: apiciinnge man either from the stand 
point of a trucker or a lawyer, I have a few questions on which | 
would like to get your opinion. 

Mr. Lane. You are flattering me, sir. 

The Cuamman. In the first place, this legislation was sponsored 
by farm organizations because of their particular interest in this 
subject. This morning I have been a bit surprised and astonished at 
some things I have heard. Certainly it was information that I had 
not previously had. 
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First was the statement that was made by Mr. Tobin that there 
were certificated carriers who had passed the test of necessity and 
convenience, or at least of being fit and able, and yet the statement 
was made that they have no equipment. I never knew that before. I 
have been on this committee a long while, and it seems as if I must 
have been very, very dilatory in looking into some of these matters, 
because that came to me as a distinct surprise: that there were 
certificated carriers who had been given, I assume, particular routes 
and with obligations and yet they have no equipment. Therefore, 
they are dependent upon outsiders, so to speak, offering their services 
and equipment for their use. 

Now, the other statement that was made that brought me know- 
ledge that I had not previously had in connection with this legisla- 
tion was the existence of the so-called gypsies. That was not only a 
new term to me but it described a service of which I was not aware. 

I mentioned this for this reason: As I stated in the beginning, the 
legislation was offered or sponsored to be of assistance to farmers. 
The argument was made that it enabled them to probably give their 
produce to the consumer for less money when they were able to make 
a return load that would be financially beneficial to them. 

Now, with your apparent not only knowledge but desire to be frank 
in your answers, I would like to know—and this thought has come 
to me as a result of this testimony this morning—is there, in your 
judgment, any possibility that legislation could be drawn that would 
protect the farming element in their objectives but which would not 
give encouragement to this so-called gypsy operation to which so 
much objection is made? In other words, it does not seem to me 
really that the two are in the same class or that the same reasons exist. 
1 can concede the strength of the position taken by the farm organiza- 
tion without conceding my adherence to the gypsy, so-called, opera- 
tion. 

It is for that reason that I am inquiring whether, in your judgment, 
it would be possible to carry out what at least I thought was the ob- 
jectives of this legislation: to protect the farmers and at the same time 
not give the absolute freedom that seems to exist with regard to the 
gypsy. 

Now, with respect to the farmer, also, I am wondering if his objec- 
tive and the purpose of the legislation could not be observed with 
some limitation as to his right to take return loads. If the farmer 
comes from down here in Virginia and comes into Washington, that 
particular place where his produce originated is his home and that is 
his locality and that is his area. Now, if he is permitted to take a load 
back to that general area from which he came without giving the right 
to go to Savannah or to Cincinnati, or some other place, as has been 
described here that has no relationship to his bringing his product to 
the market in Washington, I am wondering if a consideration of these 
elements would not make it possible to draw legislation that would 
accomplish what I thought was the purpose of this legislation, with- 
out producing any of the detrimental results that have been pointed 
out that would occur if this legislation were passed. 

Do you have any thoughts that you would care to express along those 
lines? Have I made myself clear ? 
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Mr. Lane. I think I understand the point that you are making, sir, 
and mine is purely a ‘gratuitous opinion, and I do not know what it is 
worth. 

I would say that, if the exemption that was first allocated to the 
agricultural interest in this bill was lived up to, we would not be here 
quarreling with the agricultural people. 

The Cuarmman. No, but Mr. Tobin would if that legislation was 
before us; he would be here and the railroads would be here to strik 
out that exemption. 

Mr. Lane. I guess the railroads would be here anyway. 

The Cuairman. I have a feeling that you might have an observation 
on that. 

Mr. Lane. The farmer that you described that came here to Was 
ington. if his return load was confined to products that were utilized 
by himself on the farm, thereby saving him the freight costs fi 
Washington to his destination in Virginia, I could not get myself i 
position to quarrel too much with that. 

The Cuairman. You see what is going on in my mind, Mr. Lane: 
the fact that you conceded to Mr. Hale that he could take back fur 
ture to his neighbor; that is what created the thought in my mind. 

Mr. Lane. The reason for that answer, sir, is the neighborhood that 
I was born and raised in, up there in New England, there was fine 
neighborly feeling. I do not know whether it is prevalent in the 
country today or not, but I assumed it. 

Mr. Wieeter. May I make a statement, because you brought up 
the question, and that is that many of the people who are doing the 
farm hauling are not the farmers themselves. They are trucking con 
panies that haul farm products and claim the exemption because of 
the fact that they are hauling farm products. 

alow, if it was just the farmer that was 7 waling the product himself 
to market from Virginia or over here that would be one thi 
ih these people who haul melons and hess people who haul the 
citrus fruits, they are professionals in the business, and they are 
not just farmers taking farm products to the market. That is one of 
the big problems in this whole thing, but they claim the exemption 
because of the fact that they are hauling farm products and then they 
are coming in and also claiming that when they haul fish they are also 
exempt because of that product. 

The truth about it is that they are extending this far beyond the 
intention that was ever intended by the Congress of the United States 
when it passed. That is because the proposition was put up to us 
in the Senate by farmers coming in and saying they wanted to haul 
their milk and they wanted to haul their neighbor’s products to market 
and perhaps bring some stuff back for their neighbors, and that was 
the reason that the exemption was given. But none of these people, or 
none of these farmers came in, or the farmers’ representatives came 
in and testified before the Interstate Commerce Commission when this 
hearing was on, at a 

It was only after the hearing was all over when the Agriculture 
Department came in, and they came in largely, in my judgment, not 
from the legitimate farmer out in the country who was hauling his 
product to market but they came in at the instance of some of these 
trucking companies. But that is one of the bad features that I am 
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afraid we have not clearly got in mind when we are talking about the 
farm exemption. 

The CHAIRMAN. It would seem no matter which way we went we 
could not satisfy everybody. 

Mr. Wueeter. Of course not. 

The CHAatrman. And after all, maybe in view of the fact that it 
is only interested parties that are testifying here, either for or against, 
maybe some of us ought to give a little bit of thought to the consumer 
side of this question and see what the effect is on him. 

Are there any further questions? 

Mr. Harris. I am glad the chairman brought to the attention of the 
committee this thought, because I brought it up with Mr. Tobin a 
little while ago, as you will recall, I think while you were out, Mr. 
Chairman. I brought up the question of these authorized carriers 
who owned no equipment at all and how they obtained their permit 
or certificate. 

It was stated it was through the grandfather clause, partly, of the 
Motor Carrier Act, and, of course, nothing could be done about that 
unless the law was amended. 

Second, that the ICC had certificated certain operators since then, 
and then we raised the question with Mr. Tobin at that time that ap- 
parently the ICC was on the one hand condoning the practice, and 
on the other hand coming to us with a report that we have here in 
which they were objecting to the practice. That was that the ICC 
had knowledge of that fact, and they were not, as I understood, cer- 
tificating other such operators. 

I was interested in that phase of it, too, and just how it may be 
approached I do not know. That is the reason that I also wanted to 
ask you, Mr. Lane, the question one step further than the question 
Mr. Hale asked you. He said a carrier in Virginia who took a truck- 
load of perishables, as an example, to the New York market, and 
brought back fertilizer or furniture or some such product for the 
farmer, friend, or neighbor, that you would have no objection to 
that. 

Now, suppose that same trucker should lease his equipment to you 
for you to send some manufactured product to the vicinity of Wash- 
ington or Virginia. in order that he may have a back-haul movement 
instead of coming back empty, would you object to that? 

Mr. Lane. No, sir. 

Mr. Harris. You would not? 

Mr. Lane. No, sir. In fact, we have used that type of service, and 
when that man performs that back haul for our company, we con- 
sider him our employee, and he is paid so much for the use of his 
truck and so much for his time and his services. 

Mr. Harrts. In other words, if I may put it this way, and certainly 
with no reflection on anybody, you are not opposed to the legitimate 
practice as was intended under the agricultural exemption provision ? 

Mr. Lang. I have no objection to that. 

Mr. Harris. For back-haul movement? 

Mr. Lane. That is right. 

Mr. Harris. But what you do object to is a trucker taking advantage 
of the exemption provision, carrying a truckload to the market and 
then from there he puts himself out to transport any place in the 
country ? 





148 TRIP LEASING 


Mr. Lane. That is right. 

Mr. Harris. And becomes a competitor with the regulated carrier? 

Mr. Lane. That is what I object to. There is an instance that you 
have described and which was put very clearly, sir, where you are 
giving a man who was operating under an agricultural exemption 
many of the advantages of a common carrier with none of the draw- 
backs. 

Mr. Harris. Well, I am somewhat impressed with that viewpoint 
myself, and I have given a great deal of thought to it. Evidently, 
there is a justification for what has been done, but when certain abuses 
develop, then, of course, attention should be given to it. 

I am not familiar enough with the record to know, but I am just 
wondering why the ICC in the several years of study of this did 
not approach this problem in that way instead of what appears to me 
to be trying to circumvent the intention of Congress in giving legiti- 
mate exemption to farm produce. I would not ask you to comment on 
that because you are an operator. 

Mr. Lang. Thank you. 

Mr. Harris. But I am just reflecting that viewpoint, as the chair 
man has indicated a moment ago, that there should be some approach 
to these questions of abuses, because I saw the ICC report explaining 
the abuses that have come to their attention under the so-called guise 
of exemption that was given. 

Do you think that, as a general policy, the leasing of motor equip 
ment should be permitted? Asa general public policy, do you think 
it is in the public interest ? 

Mr. Lanpr. I see no objection to it if there is some regulation. 

Mr. Harris. Who should be regulated, the man that owns the truck 
that he leases or the carrier who has a certificate to operate it? 

Mr. Lane. The carrier who has a certificate to operate it. 

Mr. Harris. Under present law, is not that carrier regulated ? 

Mr. Lane. Yes, but I think this amendment here is a result of that 
decision of the Supreme Court’s tending to give the ICC a little 
more rigid control. 

Mr. Harris. I disagreed with what I understood you to say, in 
answer to a question of Mr. Heselton a moment ago; it also nullifies 
completely the legitimate operator under this agricultural exemption 
provision. 

Mr. Lane. Maybe I did not get the analogy correctly. 

Mr. Harris. Either I do not understand what it will do or I have 
just got a misapprehension of it. 

Mr. Lane. We have gotten this far, sir. I think that where the 
agriculture hauler carries a commodity from Virginia into New York 
and then if that hauler undertook to carry a load of general mer- 
chandise normally carried by a certificated carrier as a back haul, 
without any restriction whatsoever, that is the condition we are 
opposed to. You posed the other point, if he leased his equipment. 

Mr. Harris. That is by a certificated carrier without any regulation 
whatsoever. 

Mr. Lane. I am talking about the agricultural man that is without 
the regulation. 

Mr. Harris. When he goes and leases his equipment to that au- 
thorized carrier, then he becomes subject to the same regulations, 
does he not? 
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Mr. Lane. If he leases the equipment to our company, to a company, 
rather, and that company retains him solely and exclusively, yes, there 
s some modicum of regulation there ; but where the controversy comes, 
where he might lease partially to me and partially to someone else, 
and a part load for me and a part load for someone else. Then where 
s the restriction ? 

Mr. Harris. I can see where there would be a problem there with 
respect to responsibility, but at the same time, if a true carrier of 
agricultural products to the market is required to lease that truck for 
, period of 30 days, then he is out of business, is he not 

Mr. Lane. As a farmer? 

Mr. Harris. Yes. That truck, as far as it being available for the 
transportation of agricultural products is concerned ¢ 

Mr. Lane. I would think so. 

Mr. Harris. He is out of business because the rule says it shall be 
the exclusive property of the lessor. 

Mr. Lane. That is right. 

Mr. Scuenck. Then it does not come under the freight-forwarding 
situation and is not that also an ICC situation ? 

Mr. Harris. That also is subject to ICC regulation, but it gets into 
inother complicated problem. I would not want to try to explain 
that. 

Then you say the agricultural provision should be continued and 
the leasing policy y should be continued, but as to this so-called opera- 
tion of a carrier who owns no trucks and no equipment, something 
should be done about that ¢ 

The Cuairman. Are there any further questions / 


If not, that will be all, Mr. Lane. May I again express our thanks 
to you for the assistance that you have given the committee in dealing 
with this matter. It has been a very real help to us. 

We will now hear Mr. Albert Evans. 


STATEMENT OF ALBERT EVANS, GENERAL ORGANIZER OF THE 
INTERNATIONAL BROTHERHOOD OF TEAMSTERS 


Mr. Evans. My residence is at 2528 Ashurst University Heights, 
Ohio. I am a general organizer for the International Brotherhood 
of Teamsters, presently assigned to our Washington office. 

I was a truckdriver from 1928 through 1938 and also elected secre- 
tary-treasurer of my own union, local union 407, of Cleveland, Ohio, 
in Dapembar 1938, a post which I held until December 31, 1948. On 
January 1, 1949, I went to work as a general organizer for the Inter- 
national Brotherhood of Teamsters. 

As secretary-treasurer of my own local union, and as a general 
organizer for our international union, I have dealt with and repre- 
sented freight drivers most of the time. Among these freight drivers 
were many people of the type affeced by the proceedings before the 
[CC known as MC43. These people own and operate their own truck 
under a lease arrangement, almost invariably a trip-lease arrange- 
ment with some person fortunate enough to hold an ICC certificate. 

In dealing with these people, I have been obliged many time to at- 
tempt to straighten out their accounts with various of the certificate 
holders for whom they had hauled loads. In these dealings, I quite 
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often was called upon to make a rather exhaustive study of their ; op 

erations, particularly the financial dealings between the owner-opera 
tor and the certificate holder for whom he may have pulled a trip. [| 
have yet to find an owner-operator who, after all the cost of the 
truck operation was deducted from his income, finally ended up with 
an amount equal with the prevailing union wage for himself, to Sa) 

nothing of any return on his money invested in his truck. 

As a result of this skimpy income, these people freely admitted t. 
me that they could not continue to operate and own trucks if they di 
not overload, speed, drive way beyond the hourly limits provided by 
the ICC, and operate their equipment until it had deteriorated to | 
point of being dangerous on the highway, in an effort to keep th 
equipment from being repossessed. 

These people were sold a bill of goods by some certificate holder y 
told them of the splendid income they would make if only they wou 
buy a truck and go to work as an owner-operator. Since many of thes 
cperating companies have a working arrangement with some truck 
sales agency, between the blandishments of the truck salesmen and the 
urging of the certificate holder, many of these people bought a unit 
worth as much as $14,000 when it took the road. ciueune , when ex- 


plaining to them the fabulous income which they enjoy as a owner- 
operator, both the certificate holder and the truck salesman were cafe- 
ful to make no mention of what the cost of operating such a unit would 
be. 

Just recently I read an ad in a newspaper in Cleveland promising an 
income in excess of $10,000 a year to anyone who would buy and op 
erate his own truck hauling freight over the road. Any person accept- 


ing the offer in this ad is only placing himself at the mercy of truck 
less trucking companies who represent themselves as common car- 
riers, but who have little or no equipment of their own to offer the 
shipping public. 

They, however, solicit the service of owner-operators. The owner- 
operator realizing that the loss of only a few days’ operation each 
month means all the difference between retaining and losing his equip 
ment, is not inclined to haggle. He accepts whatever is offered | 
under whatever conditions it is offered him, being interested only in 
getting freight loaded on his truck, moving his load to its destination, 
unloading, and finding another load. 

The trip-lease arrangement leaves the certificate holder with no 
control over the owner-operator, since many certificate holders 
thoughtfully provide shipping clerks, gas station operators, and res 
taurant owners with pads of blank trip-lease stickers, the deal is made 
over the telephone, the owner-operator is provided with a trip-lease 
sticker from one of these pads, he pulls the load, and after the bills 
are signed by the consignee, they are mailed back to the office of the 
truckless truck company, and a check for his share of the revenue is 
mailed to the owner-operator. 

Some of these owner-operators do not destroy this trip-lease sticker 
after they have pulled the load, but use it as long as it is legible, 
soliciting loads on their own. Needless to say, these loads are not 
insured, nor is a liability insurance carried by the owner-operator 
on such trips. Under a trip-lease arrangement, no public liability 
insurance is carried by the owner-operator to cover him while he is 
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leadheading,” that is while he has no load and consequently must 

ve around with his truck seeking loads. 
A trucking company owning its own equipment feels it has a very 
protitable oper: ation if it m: unages to retain 7 or 8 cents out of every 
‘coming their way. This is because they offer a complete serv- 
e, W whid ‘h necessitates maintenance shops for the i inspection and repair 
if their vehicles, the maintenance of supervision who make sure that 
mpany drivers do not overload, speed or drive excessive hours, and 
so forth. 
These companies who own their equipment also maintain adequate 
nsurance coverage whether the equipment is running loaded or not. 
However, the poor owner-operator, faced with monthly payments on 
his equipment, plus maintenance, gas, oil, and such things, is offered 
ee from 60 to 75 percent of the gross revenue for moving 
ght. 
Th other words, the certificate holder skims from 25 to 40 percent 

ie top of the gross revenue before he permits an owner-operator 
to sa under his certificate. Out of this reduced income the owner- 
operator must service and maintain his truck, hire such help as he 
may need, meet his payments, pay his own salary, and pay the ordi- 
nary operating cost of his equipment. 

It is any wonder that an o ;wner-operator must speed, overload and 
lrive excessive hours to keep his equipment. out of the hands of his 
nell itors? And trip leasing is the one way he can operate free from 
iny inspection or control calculated to regulate his operation in the 
nterest of public safety, with the certificate holder for whom he is 
opert ating at the moment enabled to evade his own responsibility to 

e shipping public and users of public highways due to the high 
turnover among his owner-operators, due to trip leasing. 

Under the revised regulations issued by the ICC, as a result of the 
hearings docketed as MC-43, a certificate holder must now assume some 
responsibility toward this owner-operator whom he could otherwise 
— at his convenience. He wou!d now be obliged to pay this own- 

-operator a sufficient portion of the gross revenue to en: able him to 
naintain his equipment for the minimum duration of the lease, at 
least 30 days, instead of paying this owner-operator the least that 

he can browbeat him into accepting. 

The use of owner-operators, under a trip-lease arrangement is from 
the certificate holders’ point of view as profitable as a license to engage 
n burglary. Under a trip-lease arrangement, the certificate holder 
feels no responsibility for the conditions of the equipment being used 
since the owner-operator will only be under lease for the time neces 
sary to load the truck, drive to its destination and unload it. 

Under these arrangements, the average trip lease from beginning 
to end will not run over 48 hours. <A certificate holder, even though 
he knows the owner-operator’s equipment is unsafe, will take a chance 
for he feels that nothing will happen in that short space of 48 aes 

Under this trip-le ase arrangement, many owner-operators will, i 
order to keep going, use benzedrine tablets sold under the trade name 
of “No-Nod” and “No- Doze” by gas stations and restaurants, in order 
to crowd in extra trips, working far beyond the 10-hour daily limit 
and the 60-hour weekly limit set up by ICC regulation. Although 
required by ICC regulations to keep a log book in which is kept a 
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strict accounting of his working hours, many owner-operators cir 
cumvent this regulation by carrying two or more log books, each kept 
differently from the others. 

Preliminary to the hearings on MC-43, a survey of the records of 
the Ohio highway patrol records of accidents mvolving ICC certifi- 

cated carriers on routes 2, 6, and 20 in northern Ohio, showed that a 

disproportionate number of owner-operators figured in the accidents 
involved there. We wonder how many of them would have beer 
operating under trip leases, driving excessive hours, with defective 
equipment, had the time and trouble been taken to investigate this 
phase of the matter 

Trip-lease arrangements enable people to set themselves up as com 
mon carriers with no physical assets of their own since an operating 
certificate is a form of monopoly, which guarantees the holder a major 
portion of freight moving over the routes covered in his certificate. 
The certificate holder then persuades owner-operators to subsidize 
him by operating their equipment under his certificate. 

However, under a trip lease, a certificate holder has no direction or 
control over this owner-operator, consequently cannot make the owner- 
operator conduct himself as a safe highway user should. When busi- 
ness is slow, this certificate holder may be able to offer all sorts of 
equipment for the shipping public’s convenience ; however, when busi 
ness picks up, the owner-operators will go where the business is best 
and leave him high and dry if it suits the owner- operator’s fancy. 

I wonder what the Congress of the United States would say if 
someone proposed a bill to the effect that locomotive engineers, steam 
boat captains, and airline pilots operate on the basis I have outlined 
here; that is, that they own and operate their own equipment on ter 
leases, say an average trip of 48 hours with no inspection or main- 
tenance service, and the crews operating as long as they could sta) 
awake. 

I once heard a man with a slide rule argue that a truck operated at 
15 miles an hour with a 20,000-pound load, has as much destructive 
energy wrapped up in it as a 3-inch artillery projectile. We 
tainly woud not allow fatigued or irresponsible people to be placed 
in positions where they discharge 3-inch fieldpieces down the high 
ways, and we certainly feel no legislation should be proposed to pet 
mit fatigued and irresponsible people to operate a truck with the same 
destructive potential, down our highways. 

Unrestricted trip leasing encouraged practices in the trucking 
dustry that are the primary reasons that the second largest employe! 
in the Nation, the trucking industry, is today faced with a tax stru 
ture that threatens to put 1t out of business, as well as restrictive laws 
on tonnage and truck dimensions that make it impossible to operate 
at maximum efficiency. 

Any legislation that would modify, in the least degree, the powe! 
of the ICC to regulate leasing arrangements, is going to restore com 
pletely, the murderous highway conditions which the ICC can elim 
nate with the regulations resulting from MC-—43. The passage of 
H. R. 3203 will repeal entirely the parts of MC-43 intended to enable 
the ICC to eliminate the unsafe practices introduced and encouraged 
in the trucking industry by the trip lease and its unrestricted use. 

The CHarman. Are there any questions, gentlemen ? 
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Mr. Hesevron. I am rather surprised at your formal statement. 
On page 3 where you referred to the fact that these so-called owner- 
operators can operate without public liability insurance or any lia- 
bility insurance. I do not know what the situation is elsewhere, but 
in Massachusetts we have a compulsory insurance law, and I do not 
believe any of those people could operate in Massachusetts without 

ability insurance. Do you think that that is so/ 

Mr. Evans. I have not been in Massachusetts in some time, Con- 
gressman, but I am willing to venture that any owner-operator in 
Massachusetts while he is soliciting business is operating without pub- 
lic liability insurance. It is true enough it may be illegal, but 1 am 
willing to say it is going on. 

Mr. Hesevron. | am surprised to have that information, because | 

ave seen a lot of people hauled up for operating without insurance. 
| assume Massachusetts police authorities would be cognizant of the 
fact that they have to have insurance. 

Mr. Evans. Well, sir, I know of owner-operators operating in, to, 
and out of Boston and Connecticut, and they must go through Massa 
chusetts to get into Connecticut, who do not carry their own public 
liability and cargo-damage insurance but use the certificated holder’s 
while they are operating under his certificate. 

Mr. Hesetron. They would have some arrangement by which they 
could be covered under the certificated owner ¢ 

Mr. Evans. The certificate owner must see that liability is carried, 
so he usually carries his own, because an owner-operator cannot afford 
it. 

Mr. Heseiron. Then there would still be insurance as far as the 
publie is concerned ¢ 
~ Mr. Evans. Not while the owner-operator is running without a load, 
looking for business. 

Mr. Hesevron. I see what you mean. Once he gets out from un- 
der the lease and he is operating on his own, there is no insurance? 

Mr. Evans. That is mght. 

Mr. Harris. This whole question, as you know, Mr. Evans, has 
come up because of alleged abuses arising out of the agricultural] 
exemption in the Motor Carrier Act. Is that your understanding? 

Mr. Evans. No. You mean this hearing is a result of the abuses 
of the agricultural exemption ? 

Mr. Harris. This bill that we have before us, which is the question 
we have before us. 

Mr. Evans. Yes, sir. 

Mr. Harris. It arises from that provision. 

Mr. Evans. So I am told. 

Mr. Harris. Now, I assume that there is nothing to prevent any- 
one from purchasing a truck and entering into lease arrangements 
with the so-called lease operators who have certificates from the ICC, 
without giving any attention or participating in any way with the 
transportation of agricultural products. Is that true? 

Mr. Evans. If I understand you correctly, you mean that there 

nothing to regulate or to interfere with a person buying a truck 
and going to work for hire, period? Is that what you are saying? 

Mr. Harris. We are talking about leasing. 


Mr. Evans. Or rather under lease, and he would go to work under 
ve ? ; 
i@ase ¢ 
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Mr. Harris. That is right. 

Mr. Evans. With the exception of the language of MC—43 or the 
regulations brought out as a result of that, I know of nothing. 

Mr. Harpers. In other words, we are having called to our attention 
a practice that has grown up over a period of time. It would seem to 
be a pretty interesting as well as controversial one without any rela- 
tion to the agricultural exemption prov ision at all. 

Mr. Evans. That is right, sir. 

Mr. Harris. That is all, Mr. Chairman. 

Mr. Deroun1an. Do you know of any of these violators of the rules 
of the ICC personally? Have you observed these things personally? 

Mr. Evans. I have observed them personally, and I watched the 
commission of the violation, and we had witnesses on the stand in 
the hearings on MC-43 who testified to innumerable violations. 

Mr. Derountan. Have you yourself submitted these violations by 
name, time, and date, to the Commission ? 

Mr. Evans. No, sir. 

Mr. Drerountan. Why haven’t you? 

Mr. Evans. I asked the commissioner in the area whether it would 
do any good, a he said he did not think so. 

Mr. Dreroun1tan. Who was the commissioner who told you that? 

Mr. Evans. I do not remember his name any more. He was in the 
Cleveland office at the time, and I happened to pass a group of field- 
men conducting a survey, and I stopped and pointed out to them 2 or 
3 people whom I knew were in violation, and that is what I was told. 

Mr. Derount1an. You stopped there and you did not think that 
you should report that to the Washington office here? 

Mr. Evans. No, sir. 

Mr. Derountan. Of the ICC? 

Mr. Evans. No, sir. 

Mr. Drroun nian. You see, Mr. Evans, as a lawyer, this is not testi- 
mony, it is opinion, and your counsel will agree with me I am sure 
that these are not facts you are giving us; they are just interpreta- 
tions of facts that you claim you have heard. But in a court of law 
you could not win a case on what you have given us. That is why 
I asked you if you had names and dates and details which we could 
go on. 

Mr. Evans. The Commission has a rather lengthy record that they 
introduced in MC-43 which provides far more information that I 
could ever begin to provide you presented in rather orderly fashion. 

Mr. Derountan. I think a little bit of it here would help the com- 
mittee, a little bit of detail instead of what you feel would help you 


and you runion, which is all right, that is what you are being paid 
for. 


Now, you make a point here about: 


I wonder what the Congress would do if we had a bill to make locomotive engi- 


neers, steamboat captains, and airplane pilots operate on the basis that these 
gypsies do. 


Do you think that that is a comparable example to what the truckers 
do now? 


Mr. Evans. I would say very much so; yes, sir. 


Mr. Derountan. How many passengers do your moving vans trans- 
port? 
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Mr. Evans. They do not transport any, but they pass school buses, 
ghway buses, safety zones, and crowds who are just as easily killed 
is passengers in a plane. 

Mr. Derountan. And these three modes that you told us about all 
arry passengers ¢ 

Mr. Evans. That is right. 

Mr. Derounran. I have no further questions. 

Phe CuatrMan. Whom do you represent, Mr. Nordan ? 


STATEMENT OF RALPH NORDAN, BALTIMORE, MD., A MEMBER OF 
LOCAL 557 OF THE TEAMSTERS UNION 


Mr. Norpan. Mr. Chairman, I am Ralph Nordan, a member of local 
557 of the teamsters’ union, Baltimore, Md. 

The CuarrMan. I think it is incumbent upon me to call attention 
to the fact that the desire is that the opponents and the proponents 
shall each have an equal amount of time. The proponents had 4 
jours on the previous hearing, and the opponents already have had 


( 
1 
yt 


» hours, and I am wondering if the hearing of further witnesses 
from the teamsters’ union will preclude the railroad representatives 
from having their opportunity or curtailing it. Certainly it should 
not be that way. 

Mr. Wureter. The teamsters’ union has two very short witnesses, 
ind I might say that these are people who I understand are itinerant 
operators. I do not know how much time the railroads will take. 

The CuatrmMan. How many minutes will you take for your state 
ment, sir? 

Mr. Norpan. About 5 minutes, sir. 

The CuamrMan, The statement made by Mr. Tobin, to say nothing 
of the statement that has just been made, was so full and complete 
and the examination was so extensive that it seemed to me it covered 
every conceivable point that the teamsters’ union would care to present. 

Now, I do not want to preclude anybody from getting in every 
argument that will be helpful to this committee, either pro or con, 
but we are conscious of the fact that our time limit is fixed, and we 
want to do justice by all of the interested parties. 

Mr. Harrts. Mr. Chairman, I realize the objective of the chairman 
in trying to expedite the hearings, but a number of us have been look- 
ing forws ward to the t testimony of these people that have been referred 
to so much as the gypsies, and they are here now, and I personally 
think some members would like to see what admissions, if any, and 
explanations the gypsies themselves have. 

Mr. Wueeter. We have two of them here. 

The CuatrmMaNn. As far as the chairman is concerned, I am willing 
to sit as long as anybody will sit with me. So that if you are inter- 
ested and willing to sit with me, there will at least be two here. 

Of course, your whole statement goes in the record. You under- 
stand that? 

Will you proceed with your statement ? 

Mr. Norpan. My name is Ralph Nordan. I live in Baltimore, Md. 
I have driven a truek for my living most of my life and for about 28 
years. I am amember of local No. 557 of the teamsters’ union. That 
is our Baltimore local. 
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I was asked to come over here to describe actual driving conditions 
on the road today because of the long experience I have had. I was 
told to pay most attention to the difference between working for a 
regular carrier which owns its own equipment and the owner-operator 
driving. I understand such testimony might be important on a bill 
this committee is now considering. 

I have driven for about 28 years and pretty much covered 
entire country. Since I have always tried to work out of Baltimon re 
most of my driving has been east of the Mississippi. During th 
most of my driving experience I have been a regular employee st 
a carrier, but for about 2 years after the war I tried operating fo: 
myself. 

‘During the war some fellows made a pretty good living as owne1 
operators, and I got interested in trying to go into business for myself. 
1 figured I could probably improve myself ‘if L owned my own tractor 
or trailer. A man I knew who had a dealership with the La France 
Truck Co. directed me into a deal for buying a tractor. I got it o1 
a $500 downpayment. The truck listed for $ $10,000 but the dealer let 
me have it for about $7,500. He said he would tell the bank that 
the downpayment I made was $2,500, instead of the actual $500 | 
really paid. 

About 8 months after I bought the tractor and after I saw that | 
was not making ends meet, the same man talked me into buying a 
trailer. I thought if I had both the tractor and the trailer that 
maybe I could do a little better. 

I remember that I had to pay $516.10 on the notes every month. 
I had the same experience a lot of men have in eventually losing my 
tractor and truck. I know a lot of drivers who have tried buying 
their own tractor and trailer, but I cannot think of anyone who eve: 
made any money at it except for a few during the war years. 

1 was told you would be primarily interested in the difference 
betwee n driving as a company employee and working for yourself. 
Working for a company is all right providing the company is decently 
run and managed. I have worked for a good many in my time and 
most of them try to obey the law. It is a lot different when you are 
driving for yourself. 

The tough part about driving for yourself is that you have to keep 
going all the time in order to make ends meet. You cannot pay an) 
attention to the hours of service or to the load limits or anything else 
if you want to kee ‘p up your payments on your tractor, 

While I was driving by myself and when business was brisk, I often 
would not get more than a few hours’ rest a day. I knew all the time 
that I should not be driving such long hours and sometimes I could 
hardly keep my eyes open. The longest stretch I ever drove while 
I owned my own truck was 36 hours. It was not unusual to drive 
24 hours without rest and if it was possible to get more business, 
I allowed myself 2 or 3 hours rest between trips. I would stop and 
relax now and then for maybe 15 or 20 minutes but no more than that. 

You can work for yourself in two different ways, and I tried both. 
Right after I got my tractor I started hauling for a carrier and was 
supposed to work for them all the time. I never did sign the lease 
for my tractor. When I saw I was not making out with that com- 
pany, I started gypsying around hauling for any place I could get a 





TRIP LEASING 


load. I just went from carrier to carrier picking up whatever loads 
| could get. This is called trip leasing because you just work for a 
single trip. 

When you gypsy around like this you look for business at truck 
hangouts where maybe the man who sells gasoline acts as broker for 
some of the carriers. Or oftentimes you have to go to the terminal 
manager of a carrier and ask whether or not they have a load. 
Usually, you hi ave to pay these terminal managers or dispate ‘hers to 
vet a decent load by giving them a present of some sort. You give 
them something like m: aybe a fifth of whisky or a carton of cigarettes 
to keep on the good side ofthem. If you do not, you never get a decent 
load you can afford to handle. 

While I was gypsying, responsibility for everything was left en- 
tirely up tome. While I was going from carrier to carrier just work- 
ing a trip lease for each, they would never have any means of knowing 
whether I had just had my proper rest or not. No carrier ever asked 
me to show them my log. Not many carriers ever asked for my cer- 
tificate of physical examination. Most of this time I kept a log but 
just in case I might be stopped by some ICC inspector. It was never 
kept right. I just put in the log whatever was necessary to make it 
come out right and show I had not worked more than the legal hours. 

Conditions were always much different when you work as a regular 
driver for a company which owns its own outfits. The ones I have 
worked for have always been pretty careful and try to obey the law. 
| keep an accurate log for them and do not work beyond the pre- 
scribed hours. I do not drive when conditions are not fit for driving 
on account of ice or sleet or snow. 

The trouble with gypsying is there is so much pressure on a fellow 
that he has to keep going all the time no matter what the law and 
regulations say. I have a wife and 2 children and with those monthly 
payments of more than $500, I figured I had to keep on driving just 
as much as I could. I would tr y to get into Baltimore for 2 or 3 hours’ 

rest with my family but most of the time I just kept going. 

It is the same story with equipment. Most of the companies keep 
their equipment up pretty well. I do not think the ICC bothers the 
companies ma -h about it, but the insurance companies keep checking 

all the time. Gypsies like me who try owning their own equipment 
and doing business for themselves cannot afford to keep up their rigs. 
I never had the money to keep up my tractor and trailer like company- 
owned equipment is kept up. In all the time that I drove my own 
truck, only one company representative ever looked at my truck to 
see whether or not it was in safe condition, and I merely went out 
and let him look at it in the yard and decide whether it was OK. 

Another thing is the overloading. Sometimes when I was working 
as a gypsy I got paid by the ton and sometimes on a split of the revenue 
earned. Whichever way it was, I had to get all the tons I could load 
in order to make as much money as I could. It was customary to 
overload by quite a few tons. The companies knew it because they 
were the ones giving me the loads. It is the same with all gypsies. 
They have to load as heavy as they can in order to try to make ends 
meet. 

Most of the regular companies who do not use gypsies try to stay 
within the legal load limits. If our highways are being hurt by 
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excessive loads, I know it is the gypsies who are responsible. It is 
probably the worst in the South where most all of the hauling is done 
by gypsies. All over the East, trucking is getting to be more and more 
gypsy operations. My judgment is that before the war about half 
the traffic in and around Baltimore moved on equipment owned by 
3altimore concerns. Now it is about 90 percent moved by gypsies. 
Everywhere I go it is getting more and more that way. 

I think the gypsies are pretty much abused. My wife kept books 
for me while I had my own equipment and she figured out that I made 
about 24 cents an hour. The trip leasing is the worst part of all. A 
fellow trip leasing may have to take a load right after he is off another 
job and not get any rest or he may have to wait around 3 or 4 days 
looking and waiting for a load. After he loses this much time, then 
he has to keep going whenever he can. Gypsy drivers have told me 
that they average about 15 cents an hour and cannot make a decent 
living. Company drivers usually average $100 a week or even more. 

While I was a gypsy I never had any public liability insurance on 
my tractor. I never could afford to get any. As long as I was pulling 
for some company, I was covered by their insurance, but if I had to 
deadhead between jobs there was no protection on my vehicle. 

This whole system of gyspy operations is pretty terrible. All of us 
drivers talk around among each other and I know how it is. They 
are pretty unsafe on the highways, and if our highways are being 
broken up, it is the gypsies who are doing it. 

The Cuatmrman. Mr. Nordan, I have a certain amount of sympathy 
for you in your effort to keep awake. I might say that some Members 
of Congress have that diffic ulty at times in proceedings on the Senate 
or House floor, that. we strive just as much as you do to keep awake. 

Are there any questions, gentlemen ? 

Mr. Hesston. I am simply amazed at the story you told. How 
long did it take you to find out you could not make a go of this 
business ¢ 

Mr. Norpan. Well, after about 8 months, I would say. I was 
actually in it about 14 months. 

Mr. Hesevron. You are not gypsying now? 

Mr. Norpan. No. 

Mr. Hesevron. Your good wife kept some books for you that indi- 
cated that if you worked 24 hours a day and 7 days a week, you 
would come up with not more than $42? 

Mr. Norpan. That is about right. 

Mr. Hesevton. While working for a company, you say they usually 
average about $100 a week or even more ¢ 

Mr. Norpan. That is right. 

Mr. Heseiron. On top of that you say that all of the drivers you 
talk with know what the situation is and are talking about it con- 
stantly and yet you tell us that about 90 percent of the traffic in and 
around Baltimore is moved by gypsies. I cannot understand that. 

Mr. Norpan. It was. That is not so at the present time, I would 

say. At the time I quite this business, it was. That has been about 
dD years ago. 

‘Mr. Heserron. You mean that you were testifying as of the time 
you quit gypsying ¢ 

Mr. Norpan. Yes, sir. 
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Mr. Hesriron. What is the situation today ? 

Mr. Norpan. As far as I can see, it is pretty much the same thing 

Mr. Hesevron. I do not see how people knowing they are not going 
to receive more than 15 to 25 cents an hour will continue. Who leads 
them into it, the automobile dealers or who? 

Mr. Norpan. Some slick-talking salesman usually does it. That 
is what got me. 

Mr. Derountan. Of the existing gypsying on the road today, which 
is 50 percent of all cars on the road I think it was testified, what per- 
cent of those do you think lived like you lived when you became a 
gypsy ¢ 

Mr. Norpan. I would say all of them. 

Mr. Derountan. So you think that all of these people on the road 
today, even Mr. Ellis’ clients who own $60 million worth of equip- 
ment, are making maybe 15 to 25 cents an hour? Or their drivers 
are ¢ 

Mr. Norpan. Their drivers, yes. 

Mr. Drrountan. You really believe that? 

Mr. Norpan. They actually live on the trucks. 

Mr. Deroun1an. How about the 25,000 teamsters union members 
who are driving for gypsies, are they making that ‘ 

Mr. Norpan. I am a teamster union member myself. 

Mr. Derountan. If they are making 15 to 25 cents an hour and the 
CIO does not know about it, something is wrong in that organization, 
but I doubt that they are that negligent. 

That is the only observation I have. 

Mr. Norpan. We are the AFL. 

Mr. Harnis. Of course, the AFL might find out about it, too. 

Back in my younger days when an opportunity to see certain people 

who were around the country came up, there was a certain group that 
came through the community with a particular type of dress, and 
they would go around among the people at such opportunities as they 
could, and they made a lot of those opportunities, and they would 
pick their pockets and they would go into the stores and they would 
choplift, and they would have certain fortune-telling tents set up in 
which they would come in and get the people in and take $2.50 or 
whatever they could get from them, from 25 cents on up. 

Now, we referred to that class of people as gypsies. Is that the 
kind of operation you are referring to here ? 

Mr. Norpan. Definitely not. We derive the nickname of “gypsy” 
simply from the fact that we roved around all of the time. 

Mr. Harris. You roved around ¢ 

Mr. Norpan. We were constantly on the move. 

Mr. Harris. Well, I was just wondering how this “gypsy” term 
developed. 

Mr. Norpan. We did not enter into that part of it at all. 

Mr. Harris. There is no relation to that ? 

Mr. Norpan. No. 

Mr. Harris. But you do come to this committee and acknowledge 
that you did everything you could in the gypsy operation of trucks 
to circumvent the rules and regulations of the ICC. 

Mr. Norpan. You had to violate them. 

, Mr. Harrets. That is right, and you entered into a violation of the 
aw. 
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Mr. Norpan. That is right, sir. 

Mr. Harris. Just like you say a lot of other people are doing today. 

Mr. Norpan. That is right. 

Mr. Harris. That is a pretty bad situation under the present 
Motor Carriers Act or any other law that we have. 

Mr. Hesevron. In the course of your experience, were you ever 
stopped by an ICC inspector? 

Mr. Norpan. I never was, sir. 

Mr. Heseiron. Did you ever see an ICC inspector ¢ 

Mr. Norpan. I think about three since 1935 I have actually seen. 

The CuarrMan. Were you on a detour where they were not ¢ 

Mr. Norpan. Quite a few times I was. 

Mr. Harris. During the course of that experience, did you ever 
engage in any kind of transportation of exempted commodities, agri 
cultural commodities ? 

Mr. Norpan. Yes, sir. 

Mr. Harris. Was that extensive or was it merely just to say to some- 
body that you were operating under the exempt clause ? 

Mr. Norpan. No, sir, the exemption never bothered me, and as far 
as any load was concerned, it never bothered me whether it was ex- 
empt or not. I was merely interested in getting loads and getting 
to pull those loads to try to keep my head ‘above water. 

Mr. Harris. You had to lease your truck to some company or opera- 
tor who was authorized ? 

Mr. Norpan. Some broker, or grower for the farm products. 

Mr. Harris. But for manufactured products and general met 
chandise, that was most of your business I assume. 

Mr. Norpan. Yes, sir, most of it. 

Mr. Hesevron. I just wanted to ask you, to haul an exempt load, 
do you have to get a permit of some kind from the ICC? 

Mr. Norvan. The only certificate you have to get is hauling farm 
products. Coming out of Florida—maybe the Agricultural Depart- 
ment—they had some kind of inspection that they used to give you, 
some kind of slip, and I never read it. As you crossed out of the State 
of Florida, they had a station there that you handed this slip in to. 

Mr. Harris. Now, I assume that you spotted around the country 
these authorized operators who had no equipment but depended pri- 
marily on leased equipment. 

Mr. Norpan. Yes, sir. 

Mr. Harris. And you knew where most of them were, and prob- 
ably all of them throughout the United States. 

Mr. Norpan. Yes, sir; all over. 

Mr. Harris. Are there a good many of those / 

Mr. Norpan. Quite a few, sir. 

Mr. : arRIS. How much would they pay you for your trip? 

Mr. Norpan. It would all depend wpon the company you were pull- 
ing the load for. Each of them had various different scales or rates. 

Mr. Harris. Well, they had to publish their rates. 

Mr. Norpan. As far as the freight rates were concerned, we never 
bothered about that. That was merely for the public. What we 
pulled for was something different again. 

Mr. Harrts. The published rates were merely for the public and 
not for you ? 
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Mr. Norpan. That is right. In other words, that is what the con- 
signee would pay to have the stuff brought to him. 

Mr. Harris. And then how much would they pay you? How much 
would you get out of it /¢ 

Mr. Norpan. There is one particular outfit I have in mind where 
I used to get paid 14 cents a mile for 23,000 pounds of freight. 

Mr. Harris. What percentage of the cost to the shipper was that? 

Mr. Norpan. I am just trying to explain it to you, sir. 

Mr. Harrts. All right. 

Mr. Norpan. This one company in particular worked on a mileage 
basis for the rental of the truck, and we got 14 cents a mile for 23,000 
pounds of freight, and thereafter it was a half a cent a mile per 
ton additional to the 14 cents. Sometimes it would run you up to 
about 25 cents a mile. That is not enough to operate the type of 
equipment. 

Mr. Harris. That is what you got for the use of your truck ? 

Mr. Norpan. Yes, sir. 

Mr. Harris. Now, what percent of the published rate that was 
charged was that ? 

Mr. Norpan. None, other than the mileage ? 

Mr. Harris. Well, perhaps you do not understand what I mean. 
You lease your truck to an operator who is an authorized carrier? 

Mr. Norpan. That is right, sir. 

Mr. Harris. Now, he had a load that he wanted to send somewhere 
which he had gotten from some shipper. 

Mr. Norpan. That is right. 

Mr. Harris. And he made a charge to them. 

Mr. Norpan. That is right. 

Mr. Harris. Now, what percent of that charge he made to them 
was contained in this 14 to 25 cents a mile that you got? 

Mr. Norpan. None, other than the 14 cents a mile. 

Mr. Harris. I am sorry. I do not think you understand my 
question. 

Mr. Norpan. I would not know about that, sir. 

Mr. Harris. You would not know anything about the published 
rate anyway, would you ¢ 

Mr. Norpan. No, sir. 

The CuarrMan. Are there any further questions, gentlemen ? 

If not, there is another witness, Mr. Hendra. 


STATEMENT OF FRED W. HENDRA, JR., CLEVELAND, OHIO 


Mr. Henpra. My name is Fred W. Hendra, Jr., of Cleveland, Ohio. 
[ have been driving trucks for 25 years, or from 1925 until 1950. 
My father was one of the first truck owners in Cleveland. 

The ICC established new rules some while ago which would stop 
carriers from leasing gypsies or wildcatters for the one-way trip- 
leases. I think this ICC action was the most desirable thing that 
could be done and that these rules ought to have been put in effect 
long ago. As I understand H. R. 3203, it would stop the Commission 
from putting its new rules in force. I would be against the bill for 
this reason. Those ICC rules are good rules and ought to stick. 

I know conditions in the trucking industry and how freight gets 
pulled. There is a lot of difference between carriers who operate 
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their own equipment with their own drivers and carriers who use 
gypsies. I favor making carriers operate their own equipment with 
their own drivers, or else long-term lease equipment. So, I am against 
the present bill. 

Most of the time I have been employed as a driver by a regula: 
carrier on company equipment. Companies that own their own equip- 
ment usually operate pretty well. When I am driving company 
equipment, the equipment is all checked and serviced. Drivers like 
myself come to work at a designated time, and the company sees that 
we start at a designated time. We come in and sign up, and get on 
the equipment and take off. They head us off; we check in on ar- 
rival, and they know our exact arrival time. Sometimes we take out 
our tractors and trailers alone, and sometimes we have helpers. 

I was an owner-operator from March of 1947 until August of 1949 
and from 1937 until 1941. I bought a tractor in October 1937 and 
commenced hauling for Interstate. I stayed with them for about 14 
months and then started wildeatting. I wildcatted from Rochester. 
N. Y., as far west as Chicago and St. Louis and from Boston as far 
south as Florida. I wildcatted for approximately 2 years and then 
hooked up with Liberty Motor Freight Lines, Inc. I also continued 
wildcatting. 

When Liberty had no freight we wildeatted for any company that 
had freight. We pulled produce, freight, anything that would move, 
but we still had Labeety Motor Freight signs and permits on the 


equipment. Liberty explained to us ICC made them own 90 percent 
of their equipment; so they bought plates in their name but we paid 
for them. I had 3 tractors and 3 trailers, all of them being paid for 


ontime. I hired two other drivers. My brother was one of them. 

While I was with Liberty I lost my equipment. I was unable to 
make the payments and the bank took them back. It was hard getting 
freight in 1940. It was really rough. Sometimes we laid over in 
Chicago 10 or 12 days waiting for a load. When I lost my equip- 
ment, I went to work for an owner- operator driving his equipment 
and wildeatting. I worked for him for a year until 1941. He even- 
tually went broke. 

I returned to Cleveland and went to work for another carrier. I 
went in the Army in August of 1948 and got out in 1946 when I 
returned to my former employer. I bought my own tractor in Au- 
gust 1947 to haul steel, working for a company hiring gypsies. I 
worked for this company on a 60-40 basis, getting a payload only one 
way. This carrier charged 4 percent of gross for insurance so it 
ended up him getting 44 percent and us 56 percent. 

This carrier had a Federal agency and every time he sold a truck 
he put that buyer on his operation. That way he finally forced us 
old men out because the newer men who bought trucks from him got 
all the loads. He also made us get all our tires, gas, oil, and repairs 
from him or we got no loads. It finally ended-up he could not find 
any loads for us older operators, so IT left him and went back to 
wildeatting. When we were working for him, we pulled anything 
from 60,000 to 100,000 pounds. I wildcatted again for approximately 
4 months and finally had to give up the truck. The bank took it back— 
unable to make the payments. 

I went to work for another owner-operator who worked for Middle 
Atlantic. He pulled the truck off of Middle Atlantie and I wild- 
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catted again pulling loads from 70,000 to 90,000 pounds between 
Chicago and cities in the East. I went to work for carriers as a 
regular en ployee after that and worked until August 28, 1950. 

During all the while I worked as a wildcatter I had no regard 
whatsoever for ICC rules and regulations. And all the time I have 
driven a truck I have only been checked by an ICC man once. He 
found my equipment was O. K. and the reason my log was made out 

properly is because I was tipped off by some drivers that he was down 
7 rec ‘hee king. 

Gypsies do your overloading. They have to in order to make a living. 
They put as much as they possibly can on a truck. I know I did. The 
most weight I ever pulled was a load of steel on a double bottom. The 
net steel “weight was 121,000 pounds. Every company I ever pulled 
for knew I was overloading. That was the only way I woulk work 
for them. I got paid by the ton. As a regular employee I refused 
to pull an overload. It is in the union contract, and I could get away 
with it. I did not make any more money no matter how much | pulled 
and it is easier to pull a legal load than an overload. 

Overloads are not seed for the highway. In my experience in 
driving around the country, when you are on soft roads pulling seventy 
or eighty thousand pounds, you would see the wheel imprints right on 
theroad. This is true of blac ktop roads in Ohio and Indiana. I know 
of actual cases where friends of mine with overloads broke bridges 
down. One in particular was ducking scales and on a back road went 
through a bridge. 

I knew a fellow wildeatting in Indiana, and the least he would go 
for was a hundred thousand pounds. It is to a company driver’s ad- 
vantage to haul a legal load. He does not have to work so hard; 
he does not have to worry about scales. For the gypsy, the rate of 
revenue is so small he has to overload to make a living. That goes in 
all cases. 

It is to a gypsy’s advantage to see how quick he can get to his des 
tination, get his load off, and hunt for another one. So he absolutely 
does not take his rest. All the wildcatters I knew drove continuously 
until we just could not see any more. Then we ee over to the side 
of the road, slept a few hours, and pulled off again. Sometimes we 
seldom saw a bed for 5 or 6 weeks in a row. Tf I remember right, 
I went for one time 3 months sleeping always in the truck or a few 
times at truck stops. 

] once drove 7 7 2 hours without sleep, from Chic: ago to Ne IW York 
and back. It was a constant thing while I was wilde: ‘atting to pay no 
attention to the rules about taking rest. The same is true of all 
wildeatters. 

Wildeatters usually keep 2 or 3 or even 4 logbooks. One will always 
look all right for an ICC inspector. Say I leave Washington at 12 
noon for Boston. The first logbook will read that w ay and be all 
right to use until I have driven 10 hours. My second logbook will 
show I left Washington 8 hours earlier than I actually did, or 4 a. m., 
and show I drove 10 hours then rested 8. ‘This logbook will work for 
a stretch. If I keep going, I have to have a third logbook showing 
I left still earlier. In any event, I always have one that looks O. K. 
for the inspector. 

The company driver is clean as compared to the wildcatter. The 
majority of companies hold their drivers down. If the gypsies were 
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eliminated, most of the violations would stop. The companies that 
own their equipment would be much better off. There would be much 
better control of drivers. The companies could insist the drivers 
maintain themselves as a credit to their company. 

Companies that own their equipment have costs that companies 
that use wildcatters do not. They have to maintain their own equip- 
ment, grease it, garage it, have men to hook it up, and inspect it. Com 
pany drivers have to get paid whether they de adhead or mot. Com- 
panies using gypsies have a che: iper operation. They get 25 percent 
of the revenue free and clear to them. They have no expense, only 
terminal expense. Company men have told me it costs them 25 cents 
a mile to operate their own tractors but they can get a gypsy for 161%, 
cents a mile. 

Gypsies cause a lot of trouble. Gypsies usually are not covered 
by public liability or damage insurance when they are deadheading. 
Anyone who has an accident with a gypsy while he is deadheading is 
out of - k. The gypsy has nothing. I never carried liability insur- 
ance. Gypsies do not report. accidents unless they get caught by the 
police in a very serious accident. Gypsies have to drive in any kind 
of weather. 

In my opinion, if gypsies were eliminated, most violations would 
cease. You would not have all the overloads and the violations of 
hours. To get any kind of enforcement of safety regulations under 
the present conditions you would have to have 10 times as many ICC 
inspectors on the highways. 

The only way to really get safety is to eliminate the gypsy. The 
new ICC rules would eliminate the gypsy. Any bill which would 
stop the ICC rules ought not to be passed. 

The CHamrMan. That was a very interesting statement, Mr. Hen- 
dra. It describes the trials and tribulations of a gypsy driver very 
graphically. I was impressed with your statement that if the gyp- 
sies were eliminated, most of the violations would stop. I assume 
that that is the result of your experience, and you believe that to be 
a fact. 

Mr. Henpra. Yes, sir. 

The Cuairman. Are there any questions, gentlemen ? 

Mr. Hesextron. Are you still driving, Mr. Hendra? 

Mr. Henpra. At the present time I am not, sir. 

Mr. Hese.ron. Are you familiar with the conditions that exist 
now ¢ 

Mr. Henpra. At the present time, yes, sir, am. All of my friends 
see me and talk to me and explain all of the different things happening. 

Mr. Heseiton. Do you know of a great number of people who are 
doing this gypsy business today ? 

Mr. Henora. Yes, sir, I do. 

Mr. Hesevton. Are they successful, any of them ? 

Mr. Henpra. Some of them make money, and some of them do 
not. 

Mr. Hesevton. I did not hear that. 

Mr. Henpra. In gypsying around the highway, it is strictly feast or 
famine; 1 day you are liable to make $100 and the next 2 days you are 
liable to make $1; and you will make another $500 and then you will 
make nothing. It is strictly a gamble from the very word “go.” 
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Mr. Heseuron. Did you ever know anybody to be permanently 
successful ? 

Mr. Henpra. I have several of my friends who have been successful 
ves, but it was through all violations of every rule or regulation. 

Mr. Hesevron. That is all, Mr. Chairman. 

Mr. Deroun1an. What is your occupation today? 

Mr. Henpra. Today I have an auto wash in Cleveland, and I have 
had it there for 2 years, since 1950. 

Mr. Derountan. What were your average earnings while you were 
a gypsy! ' 

Mr. Henpra. While I was gypsying, if I was to take it from the 
time I left my home until I got back, 1 would average something like 
15 or 20 cents an hour. 

Mr. Deroun1An. That is 24 hours or what? 

Mr. Henpra. Twelve or twenty-four hour periods, and if I was 
gone for a period of 7 days and you broke down my wages for that 
period, I would say I made 15 or 20 cents an hour. 

Mr. Deroun1an. And you drove for how many years as a gypsy? 

Mr. Henpra. Well, altogether around 6 or 7 years. 

Mr. Derountan. And you lived on 20 cents an hour during that 
period ? 

Mr. Henpra. Yes, sir. 

Mr. Dreroun1an. Good for you, I wish we could do it today. That 
is all I have. 

The CHatman. If there are no further questions, I have two 
statements in opposition to the bill which will be made a part of the 
record at this point. 

(The statements are as follows: ) 


STATEMENT OF Orro KRUEGER, MEMBER OF CONGRESS, BEFORE THE House INTERSTATE 
AND FOREIGN COMMERCE COMMITTEE ON H. R. 32035, THE TrRucK Trip LEASING 
BILL 


Mr. Chairman and members of the committee, I am very appreciative of the 
opportunity to appear before your group. Because of the very general opposition 
to H. R. 8203 from the residents of North Dakota, I would like to protest against, 
approval of this measure by this committee. 

Farmers, businessmen, manufacturers, processors, retailers from the furniture 
dealer to the farm-equipment suppliers, are firm in their stand against any 
change which would eliminate the regulatory power of the Interstate Commerce 
Commission over truck trip leasing arrangements. 

I would like to submit the following brief statements from North Dakotans 
regarding this amendment. This is but a cross section of the many letters from 
those opposed to H. R. 3203. 

From A. R. Miesen, farmer and agricultural agent, of Fargo, N. Dak.: 

“It would seem that this is going back to the horse and buggy days before 
iCC, when rates, regulations, rebates, etc., caused such a mixed up situation that 
no one industry knew just what his neighbor was paying in the form of trans- 
portation cost. Working hours and safety rules were disregarded. We have 
such complaints now. 

“Farmers that I’ve talked to such as potato, onion, mixed vegetable growers, 
livestock producers and wheat growers feels that the farmer should have free- 
dom of movement for his commodities. As a group, however, they too want 
just uniform rules and regulation, preferably under the ICC. 

“They complain about the itinerant trucker, especially the rate cutter or cheap 
hauler, who has no credit standing, who wants to haul on consignment. Freedom 
from regulation will only make this situation worse.” 

Max Dahl, of Chaffee, N. Dak., a farmer, has this to say: 

“I believe that farmers trucks should continue to be exempt from regulation 
for hauling their own produce to market but when such exempt or itinerant 
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trucks cut into the regulated carriers business that they should be regulated 
also and for the sake of uniformity and long-standing experience, should be under 
the rules of the Interstate Commerce Commission, where the United States 
Supreme Court ruled that they should be.” 

Mr. John A. Cegla, manager of the Windsor Farmers Cooperative Elevator 
Association, makes this statement: 

“I feel that the farmer owner should have freedom to move his produce as hy 
sees fit, but he should not be free to compete at will with the regulated carrier 
under the subterfuge of a trip lease and under an agreement for compensati 
not open to scrutiny by the Commission. It would seem to me that outside o 
the so-called exempt agricultural carrier, for the sake of uniformity of rates 
and safety regulations, all transport should be under the jurisdiction of 
Interstate Commerce Commission, as was originally intended by the act.” 

L. J. O'Day, of the ODay Equipment Co., of Fargo, N. Dak., states: 

“As businessmen we prefer our transportation costs to be on an equal basis 
with that of our competitors and this means that one body such as the Interstate 
Commerce Commission should have supervision or regulatory power over 
forms of regulated transportation. The proposed amendment to the Interst 
Commerce Commission Act would leave the itinerant trucker outside of IC( 
rules. It would permit the trucker, as now, to haul loads nearly anywhere and 
compete with the regulated carrier on nonregulated basis. Safety rules, hours 
of service, the matter of trip leasing, would go on as now without control. W 
prefer to have the Interstate Commerce Commission make the rules and ther 
fore are opposed to the proposed amendment.” 

Mr. B. L. Bertel, of the Union Storage & Transfer Co. at Fargo, who operates 
truck units overland for Allied Van Lines, outlines the following reasons: 

“There is a movement afoot to divest the ICC of control of leasing of motortruck 
equipment. The very dangerous portion of this would be on leases of short dura- 
tion, first one and then another. We believe you can readily see that if this were 
permitted without control chaos would be the result. You can see that markets, 
such as Chicago and dozens of other places in the United States, could be upset 
by these quickie, uncontrolled tramp haulers running to and fro, and literally 
being without supervision or control. 

C. H. Conaway, executive secretary, Farmers Grain Dealers Association of 
North Dakota, comments as follows: 

“Our own State of North Dakota has taken note of the fact that unfair and 
detrimental practices of itinerant truckers were injurious to the welfare of 
ordinary business in the State and a few years ago enacted, through its legisla- 
ture, an itinerant trucker’s law which requires all of them to be under bond, to 
pay cash for what they purchase, and to have their own scale ticket, ete. This law 
meets a local need and is, in addition, placing the trucker in a position where he 
comes under the regulation of the ICC where Interstate Commerce is concerned. 

“We do not believe that trucks are the last work in transportation in America; 
that the best interest of the Nation can be served by itinerant trucking interests 
free of control and operating under their own rules and regulations, as well as 
rates, and that the purpose of the amendments (S. 925 and H. R. 3208) is to 
circumvent and avoid all restriction and to engage in unfair competition to the 
detriment of the public.” 

L. E. Tibert, a farmer in Voss, N. Dak., comments: 

“Being a farmer I am interested in obtaining service through the sound 
regulated carrier, which I will receive under the present proposed Commission 
rules and still will have the right to haul my own produce as an exempt carrier.” 

C. A. Wardner, a farmer of Grand Forks, N. Dak., indicates his thinking as 
follows: 

“As a farmer I am opposed to this bill and feel that if these itinerant trucks are 
not regulated by the Interstate Commerce Commission, we will find a situation 
which is unfair and unjust. A condition would exist where we would have pro- 
miscuous, unregulated hauling all over the country and in our case in the Red 
River Valley it would encourage the movement of low grade potatoes, a com- 
modity which we are trying to keep at home so that our reputation for marketing 
only quality potatoes will continue to grow. 

“Regulated trucks invariably haul quality graded and inspected potatoes which 
already have been purchased by party at destination. 

“IT am presenting these views as a potato grower in the Red River Valley and 
feel that they are very important as one method to improve and preserve the 
future of our potato industry.” 
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Fred Detloff, manager of the Farmers Union Grain Association at Mandan, 
N. Dak., presents the following viewpoint: 

“T feel that the farmer-owner should have freedom to move his products as he 
sees fit, but I am opposed to the proposed amendment which would take from the 
Interstate Commerce Commission authority to regulate truck “trip leasing” and 
thereby losing the regulation over common carriers which will certainly disrupt 
matters.” 

May I stress the necessity for your careful consideration of this measure in view 
of the arguments which have been presented in opposition to the passage of such 
legislation. 

Thank yon, gentlemen. 


STATEMENT BEFORE THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, HOUSE 
or REPRESENTATIVES, BY J. T. CorBETT, BROTHERHOOD OF LOCOMOTIVE ENGINEERS ; 
J. A. McBripe, BrorHernoop or LocoMorTive FrREMEN AND ENGINEMEN: W. D 
JOHNSON, ORDER OF RaILWay Conpuctors; Harry Serv, BRorHERHOOD OF RaIL- 
ROAD TRAINMEN, IN OPPOSITION TO H. R. 3208 


We are opposed to the enactment of H. R. 3203, a bill which would deprive 
the Interstate Commerce Commission of its authority to regulate the duration 
of, and the compensation to be paid under, any lease, contract or other arrange 
ment for the use of any motor vehicle by a motor carrier. 

We are against this bill because it would take away from railroad employees 
work to which they are entitled. It would permit itinerant, and in many re 
spects, irresponsible truckers to engage in common carriage without having 
obtained any authority to do so from the Interstate Commerce Commission, by 
employing the subterfuge of leasing their trucks and services to authorized 
carriers for single trips. The result would be that much traffic which should 
move by legitimate common carriers, the railroads and the authorized trucks, 
would move by trucks holding no certificates to engage in common carriage. 
This would destroy in large measure the system of regulation of common car 
riage by motor vehicle which Congress set up as a result of long study and 
extended hearings, more than 15 years ago. 

The bill, if enacted, would repudiate out-of-hand the considered judgment of 
the Interstate Commerce Commission in a matter clearly within the province 
of its expert knowledge, exercised in a manner which the Supreme Court has 
upheld as in all respects appropriate and lawful. 

In January 1948, the Interstate Commerce Commission began an investi- 
gation into the lawfulness of certain practices of motor carriers subject to the 
Interstate Commerce Act with respect to the leasing and interchange of motor 
vehicle equipment,. The American Trucking Associations, Inc., various of its 
constituent conferences, the regulatory bodies of some 10 States, numerous asso- 
ciations of motor carriers, the railroads, numerous individual carriers and 
shippers, owners and operators of motor vehicles under lease to carriers, the 
teamsters union, the Bureau of Motor Carriers, and others, availed themselves 
of the opportunity to appear and make their views known. After extensive 
hearings and lengthy proceedings, and the compilation of a voluminous record, 
the full Commission, on May 8, 1951, prescribed rules governing the lease and 
interchange of vehicles by motor carrier. 

The validity of the Commission’s rules was attacked in the Federal courts 
in a number of actions brought for that purpose. These suits culminated in the 
decision of the Supreme Court on January 12, 1953, in American Trucking 
issociations, Inc. v. United States (73 S. Ct. 307), where the authority of the 
Commission to prescribe the rules was sustained and the rules themselves were 
found to be not otherwise unlawful. 

During its hearings on H. R. 3208, the committee is certain to be confronted 
with a wide contrariety of opinion as to what effect the rules will have on 
motor transportation and especially on the transportation by motor vehicle 
of exempt agricultural commodities. The rules have not yet gone into effect, 
and as a result, have not yet had a trial in practice. Should H. R. 3203 be 
enacted they will not have a trial, for the bill would, in effect, nullify them. 
It seems self-evident that enactment of the measure, before there has been a 
period of experience under the rules, would be precipitate and premature. 

It is asserted by some that the impact of the Commission’s rules on the exempt 
haulage of agricultural commodities would be disastrous and that the agricul- 
tural exemption would to all intents and purposes be destroyed by application 
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of the rules. This simply is not so. The moderate requirements of the rules 
as to 30 days’ duration of leases and the like, while adequate, perhaps, to correct 
certain of the abuses found by the Commission to exist in motor transport, never- 
theless leave suflicient latitude and flexibility in leasing practices to assure an 
adequate supply of transportation. 

It is manifestly unfair to responsible certificated motor carriers, owning and 
operating their own equipment, and to the railroads, which also own and oper 
ate their own equipment under strict regulation, that they be subjected to the 
unbridled and destructive competition of a great mass of unregulated itinerant 
‘gypsy” truckers. In the absence of rules such as the Commission has promul- 
gated, itinerants are permitted to masquerade as authorized carriers under the 
fiction of leasing to certificated carriers, Without the rules in question such 
leases are of no required duration, and in the main pertain to a single trip, 
The resulting abuses are dealt with at length in the C eam report (Lease 
and Interchange of Vehicles by Motor Carriers, 52 M. C. C. 675) and in the Su- 
preme Court's decision above mentioned. Passage of o bill would so emas- 
culate the authority of the Commission as to render virtually ineffective any 
attempt on its part to deal with those abuses. 

The same considerations that impelled Congress to enact the Motor Carrier 
Act of 1935, and thus bring motor transportation under regulation, should now 
induce the Congress to reject H. R. 3203. If it is not rejected, the aims and 
objects of regulation of motor carriers under the Motor Carrier Act will be 
defeated. 

Mr. Wuerter. That concludes this testimony of the union. 

I might say that we put on, I think, about 12 witnesses who testified 
to the conditions with reference to the gypsies and gypsies themselves, 
and we could call, if the committee had the time, 100 more that 
would substantiate the testimony of these witnesses. 

The Cuarman. I have no doubt that that is true. This situation 
that has been revealed to us with respect to gy psies is something that 
certainly requires some careful consideration in my opinion. I was 
not aware that such a situation existed as has been revealed here this 
morning as to this particular type of transportation. 

Mr. Henpra. Could I say one thing more, please? If any of you 
gentlemen are ever traveling up and down the highway, stop in a 
truck stop sometime and go in there, and when a ‘bunch of drivers 
are sitting around, look the men over and you yourselves can pick out 
the men that are working for companies and the men that are gypsying 

right today. You do not have to be told; you can tell. At least the 
man working for a company today has a regular salary in his pocket 
and he usually has a sandwich in front of him with a cup of coffee, 
and the gypsy probably has got the cup of coffee. The other fellow 
has got a shave and the gypsy has not. That is the difference. 

The Cuatrman. Are there any further questions? 

We will adjourn until 2: 15, at which time we are to hear the rep- 
resentatives of the railroads, and I hope nothing will interfere to 
prevent us from doing that. 

(Whereupon, at 1:25 p. m. the committee recessed until 2:15 of 
the same day.) 

AFTER RECESS 


The Crarrman. The committee will be in order. 

I have been rather anticipating that the bell would call us back to 
the House any minute. It has not arrived yet, so I am sorry we did 
not get started sooner. 

I have been trying to work out a program here that would give 
proper recognition to opponents as well as the proponents by calling 
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on organizations and their representatives so that they speak for more 
than just themselves. 
Are there any organizations here other than rail organizations that 
ive not been heard ? 


STATEMENT OF P. M. GREENBERG, CHAIRMAN, LEGAL COMMITTEE, 
ILLINOIS-MINNESOTA MOTOR CARRIERS CONFERENCE, CHICAGO, 


ILL. 


Mr. Greensera. I represent the Illinois-Minnesota Motor Carriers 
Conference. 

The CuarrMan. What is that? 

Mr. Greennerc. That is a group of motor carriers operating in the 
Middle West territory. 

The Cuarrman. How many are in it? 

Mr. Greenserc. There are 24. I am also representing here for 
Mr. Girard the Chicago Suburban Motor Carriers and the Chicago- 
Milwaukee Motor Carier Conference, which numbers 85 carriers. 

The Cuarrmman. Are you for or against the bill? 

Mr. Greenperc. We are against the bill. 

The Cuamman. Did you make application to be heard? 

Mr. Greensere. Yes. I am all set here. 

The Cuarrman. I had not heard of your application before. 

Mr. Greenserc. The clerk knows it. I had Congressman Yates 
contact him a week or 10 days ago. 

The CHarrMan. Who? 

Mr. Greenperc. Congressman Yates, of Illinois. I also wrote in 
my letter and put in my proper forms. 

The CuHarrMan. Do you have a prepared statement ? 

Mr. GREENBERG. Yes. 

The Cuarman. Will you let me see it? 

Mr. GREENBERG. Yes. 

The CuatrmMan. How much time do you think you will need? 

Mr. Greenserc. Mr. Chairman, I am not going to read from my 
prepared statement because of the fact that some of it is re petitious. I 
am going to try to confine myself to items which have not been brought 
up here, and also to answering some of the questions that have been 
asked by the committee, and that have remained unanswered. I think 
I have the capacity and the knowledge of the entire matter to make up 
such an answer. 

The CHairman. Do you feel that you could present an argument 
that has not been pesented aleady ? 

Mr. Greenserc. Yes, I do. 

The CHarrman. How long will it take you to do that? 

Mr. Greenserc. I imagine about 20 minutes or so. 

The Cuarrman. Are you asking 20 minutes in the hope that you will 
get 10? 

Mr. Greenzerc. No. In 10 minutes I would not be able to do any- 
thing. 

The Cuarrman. We will give you 10 to start with and see how you 
make out on the things we have not heard. 

Mr. Greennrra. I will not get very far, but I will try it. If you 
—— to get all the answers to those questions, I am prepared to give 
them. 
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The Cuarrman. You have a prepared statement here that will take 
probably an hour and a half to two hours to read. 

Mr. Greenperc. My prepared statement I could read off in about 
20 minutes. I am only going to touch on a portion of it. 

The CHarrmMan. Sometimes I have had the experience that those 
who think they can do something in a limited time, I find after once 
getting started, it takes longer than they had anticipated. Time is 
pressing on us very hard. I dislike very much to do what I am doing 
In pressing individuals to conserve the time, but it is an absolute neces 
sity. We have other things to do besides this bill. 

Mr. Greenserc. I am sure you would want to get all the facts and 
I am here to give you the facts. 

The CuatrmMan. The issues are pretty well defined in my opinion 
by this bill. That is why I am interested in giving you an oppor- 
tunity for 10 minutes to tell us some things that we have not heard 
yet, and are different from what we have heard. You try for 10 
minutes to see how you are making out with the new information 

Mr. GreenserG. Before I start, as I said before, I am going to skip 
around and not read directly from my prepared statement. I wil! 
refer to some notes that I have made. I will, however, read the intro 
ductory portion of it. 

My name is P. M. Greenberg. My address is 1500 West 33d Street, 
Chicago 8, Ill. I have been vice president of Werner Transportatio. 
Co. since its inception in 1931. I am also treasurer and chairman of 
the legal committee of the Illinois-Minnesota Motor Carriers 
Conference. 

I am a practical truck operator. I have driven the first truck my 
company put in service. I therefore speak from experience, and with 
any contact with the motor-carrier industry, that is connecting lines 
and competing carriers. 

Since 1932 I have been a member of the board of directors of the 
Central Motor Freight Association, one of the recognized LIllin 
truck associations. I attend many meetings of all departments of th 
industry from the management to claims operations and safety. | 
believe and feel that I know much about the practices and practica! 
trucking operations and also about the marketing of exempt commod 
itles. 

I was in the poultry, egg, and butter business until 1940 in connec 
tion with our own company, and as such I have a lot of marketing 
experience. I am not going to tell about the size of our company 
except that it is a medium-sized company. 

The Tlinois-Minnesota Motor Carriers Conference is an association 
of 20 common carriers, all of whom operate within the same areas as 
our company does. There are some that operate beyond. For in 
stance, Keeshin Motor Express operates between Minneapolis and 
the eastern seaboard; Consolidated Freightways operates between 
Chicago and the entire west coast. 

In this connection I want to advise the committee that three of our 
members are in favor of this bill. Motor Cargo of Akron, Muller 
Transportation Co., and United Shipping Co., both of Minneapolis. 
All of the other 20 are opposed to the bill. 

I started in the trucking business in 1931 through experimentation 
in the handling of our own produce, such as butter, eggs, and poultry 
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from Minnesota points to Chicago and eventually got into the hauling 
of general commodities back. At that time there was no Federal reg- 

lation and rates quoted to shippers were kept in a so-called black 
book, and there was no attempt to avoid discrimination. The shipper 
that had the most tonnage to offer secured the lowest rates. 

By 1934 there were so many sc heduled and irregular carriers, every- 

one that could buy a truck for a few hundred dollars down got into 
the long-distance trucking business. It was dog eat dog as far as 
rates were concerned. No one took too much time or pains to main- 
tain safety of operations. If the cost of safety affected the price ot 
our services, we didn’t spend the money for safety. When I ts “We, 
I am of course referr ing to all of the for-hire carriers. No one could 
earn a decent profit in order to enable him to rehabilitate his trucks, 
to keep them in safe running order. Everyone overloaded above the 
legal weight limits. It was simply a wild chaotic situation. 

Banks would not loan money to truck operators and they were going 
into bankruptcy one after another. 

Then some of us, including myself, started a movement to secure 
a Federal regulatory bill. The result was the Motor Carrier Act of 
1935, about which you heard a lot. Congress was told about the 
situation and it saw that in order to establish and maintain a well- 
regulated transportation industry that could be depended on in case 
of emergency and war, it was necessary to regulate the trucking 
industry. It was necessary to eliminate discrimination, chiseling, 
and many objectionable operations and methods then being used. It 
was necessary to protect the public by establishing rules and regu- 
lations whereby trucks would be operate <d with safety. 

Since that time I think the ICC has done a good job in view of 

e lack of funds they have had. 

The proposed bill would have the result of legalizing what the 
Commission, after many years of research, investigation, and study, 

ncluding many public he arings, has said is illegal. The Supreme 
Court affirmed the Commission’s decision. 

Your committee and Congress is being asked to undo all the work, 
and which has cost the taxpayers millions of dollars, which was done 
by the ICC, and you are asked to do so in a great hurry. I doubt 
if any of you gentlemen or any Member of Congress would be willing 
to substitute his judgment after this hearing is over as anennee 
to the slow, mature decisions that were carefully thought out by the 
ICC Commissioners, who are servants of the Government and 
Congress. 

Certain business interests and farm organizations have raised the 
hue and cry that if the ICC rules go into effect, it will upset their econ- 
omy and the marketing practices on many perishable and nonperish- 
able commodities. 

There are a few motor carriers who insist that they cannot operate 
under the 30-day minimum leasing requirement and other minor 
regulations. 

Now, I am going to discuss those facts that have not yet been brought 
out. We have made quite a lot of investigation through State officials 
in Illinois and Wisconsin, and we found that all of the statements 
that were made here by other witnesses relative to the operation by 
gypsy and exempt haulers were correct. In fact, I have had a lot of 
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evidence that I put into the hearing in S..50, which was held by the 
Senate committee in 1950 and 1952, and showed out of the many inves- 
tigations that we made we found a.very few of them that carried an y 
insurance, very few kept any logs, especially if they were an exempt 
carrier or hauled exempt commodities. 

Many operators of so-called gypsy trucks haul nonexempt com 
modities for shippers at rates that are not compensatory and are 
destructive to the regulated carrier. 

Attached to my statement you will find a copy of my testimony 
found at pages 792 to 796, inclusive, of the record entitled mag of 
the Domestic Land and Water Transportation,” issued by the s 
committee of the Committee on Interstate and Foreign Chaaiaerce of 
the United States Senate, 81st Congress, pursuant to Senate Reso 
lution 50. 

In the testimony I have gone into some detail the extent to which 
gypsy operators have encroached on the rights of the regulated carrier, 
and taken away traffic at low rates from the regulated carrier. 

Since 1950, the situation has even become worse. This is a matte 
that has not yet been brought up. Many shippers are using gypsy 
trucks under the guise of round-trip lease. For your information, 
our territory, that is the Chicago-Twin City area, we have been lite: 
ally plagued with such a type of operation. Some time ago thie 
Interstate Commerce Commission and our organization intervened 
in a case which was known as the F. and F. case. It came up 
Federal court in Minnesota. In that case a so-called arranger o1 
broker of transportation who had no equipment of his own would 
make arrangements with shippers for leasing of trucks in a one-way 
direction. He would pick up the trucks and presumably the truck 
was in the employ of the shipper only. The Federal court held tha 
in order to make it a legal transaction and not in violation of the 
Motor Carrier Act, the shipper would have to take full control of 
the truck and driver from the time he rented it until it came back. 
However, they got around that court action by doing it in this manner: 

They would lease a truck to the shipper for a complete round trip, 
and when the shipment moved from Minneapolis to New York, for 
instance, when the truck got there, the truck driver would get himself 
a load of nonexempt commodities or anything he could get in the 
name of the original shipper as being the lessor of the truck. In other 
words, from lessee he became the lessor. The payment for the use of 
that truck would be paid the original lessee who now became the lessor 
and payment to the driver, of course, was paid by the regulated carrier 
under the regulations of the ICC. 

That situation has gotten very much worse with the result that there 
are a great number of shippers in our locality who are shipping not 
only general merchandise, but also farm products which are not 
exempt, such as dressed poultry, butter, and cheese. 

That is the situation that has been caused by the fact that this 

1-day-trip leasing has not been stopped. We believe that the 30-day 
uations will stop that type of operation. We do not believe that 
the shipper of a general commodity should be entitled to be able to 
cut the rate of his competitor who is not able to ship in as large quanti- 
ties as he is. 
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As I called to your attention before, then when the truck comes back, 

s coming back presumably in the employ of the regulated carrier, 
uit it is being leased by the original lessee. Sometimes it takes 2 or 
lessees before he finally gets back to his original point. 

There are now as many gas stations and return load brokers who 
put the gypsies in touch with the carriers as there were prior to 1936. 

Most gypsies are operating at a loss, and this is very apparent, due 
to the fact that in our experience there has been a continual change 

the owners and drivers. They do not seem to last very long. When 
. truck has reached a point where it is too costly to operate, and he 
has not saved any money with which to buy another, he simply quits. 

One-way-trip leasing has induced owners of ICC rights who were, 
prior to 1941 and the war, small truck operators, to increase their op- 
erations by using gypsies and thus cutting the rates of the established 

scheduled regulated carriers. That is in answer to a question that 
was asked by one of the committee. 

Since regulations and practically since 1940, there seems to have 

en a lot of carriers who had rights that were more or less dormant. 
i hey operated when and if they could get a load. They found out 

iat they could use these gypsies and so immediately they sprang into 
a ing and started soliciting traffic in a large way, with the result that 
n the Twin Cities areas we have several such carriers who have been 
instrumental in cutting the rates on the truckload traflic, with the re 
sult that the motor carriers of general commodities, such as the mem 
bers of our conference, have left to them nothing but the higher class 
of freight, which moves in small quantities. 

As a result of that, we have to make a profit and stay in business 
or we cannot stay in business. We have to charge somebody some 
place for the loss of the traffic that we have lost. The result is that 
ever since 1940 we have continually had to raise our rates in order to 
stay in business. ‘Those rates have largely been on the less than truck- 
load traffic, the freight which you and I and all the consumers in the 
entire United States have to pay. 

As a matter of fact, on April 15 of this last week, the rates in the 
Middle West territory by genera] commodity carriers went up 4 per- 
cent, and it is our opinion that those rates would not have had to be 
raised if we had been able to maintain the truck traffic and the equal- 
ized movement which we now do not have, because we lost this traflic 
to the gypsy operators. 

I would like to discuss for a moment the hauling of exempt com 
modities. I think I can bring out additional facts. Many carriers 
of exempt commodities have no right to haul them. Some of them 
have two-way movement of exempt commodities. Such carriers are 
not affected by the Commission 30-day-minimum-lease order except 
to the safety provisions. 

Most carriers are divided into two categories in the exempt com- 
modities: (a) The firm that undertakes to “haul such commodities, as 
a carrier, and provides insurance coverage to protect the shipper’s 
cargo and sometimes the public against p. 1. and p. d.; (0) the indi- 
vidual owner- operator that hauls exempt items and has no insurance 
coverage or may only have partial coverage. 

Very few exempt carrier firms referred to in (a) own their own 
equipment and depend on the individual owner-operator (b) or gyp 
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sies. They will accept exempt loads to most any place, and charge 
rates depending on what the traffic will bear, and. how cheap they are 
able to hire trucks to haul it. In our territory we know of very fey 
producers of eggs or any other farm products that haul their own 
products into a market any closer than the nearest point they ca 

get it to, and sometimes not over 50 miles. 

There are several dealers in such products that have their own 
trucks, and those haul the so-called exempt commodities into Chicago, 
for instance, and then lease back to their original point, or close to 
and that of course is a so-called gypsy type of operation. But there 
are very few producers that actually own trucks for that purpose. 

I would like to call your attention to Congressman King’s state- 
ment that he had 100 trucks and he used them very, very little in the 
movement of nonexempt commodities on the way back. 

Most carriers of exempt commodities depend on a return haul by 
leasing their truck to a regulated carrier. Of course, I am not going 
to go into the various arguments there, but I want to point out one 
thing that has not yet been brought out, and that is that none or very 
few of them ever return to the Federal Government the 3 percent 
Federal tax which is supposed to be collected and paid to the Govern 
ment on any type of freight charges. 

We have reported that information to the Internal Revenue Bureau, 
but they keep telling us that it would be an almost physical im 
possibility, and it would cost them more to try to run down those 
people who are not remitting than it would collect. The econom) 
of this country, we believe, is ‘best maintained by not granting special 
privileges by law to a small portion of its citizens, We do not believe 
that the producers as a whole, if they market their product through 
middlemen, receive much, if any, benefit from a lower freight cost. 
Such savings are very seldom passed on to the producer or consumer, 
and I would like to amplify that in this way. 

Most exempt commodities, such as fruits and vegetables and eggs, 
the markets on those are made at large centers through exchange. In 
Chicago they have what is known as a fruit auction on which they »y have 
an auction each day on the various types of fruits and vegetables that 
come into the Chicago market. 

The market is made on the basis of the highest sale and of course 
all of the rest of the United States seems to follow that market or the 
New York market or some other market which has the same situation. 

When those sales are made, they are made from carload shipments, 
not truckload shipments, with the result that the freight charges on 
a carload are involved in the sale. Say that the market on oranges 
was made at so much a case, the grower in Florida sells his oranges 
to a broker or dealer based on the market that was made in Chie: ago 
or any other city, less the freight charges that would be paid by 
moving that load by rail. That dealer turns around and he gets 
himself a gypsy truck and makes a saving in the transportation of 
those commodities, and he does not pass it on to the farmer. 

Then you get to the consumer end of it. If I am a dealer in fruits 
and vegetables or eggs or any other exempted commodity in a large 
city, and I have to buy my produce e based on the market that was’made 
on that day, I am certs uinly going to have to sell my products to the 

consumer also based on that market. 
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Therefore, gentlemen, you can readily see that the producer and 
onsumer get nothing out of the savings that may be made by way 
of an exempt carrier. 

| might make one exception to that. That is, there are some 
producers who are able to ship in large quantities and take advantage 
of an exempt carrier, and they then pass that saving back to their 
farmer or producer. But those savings are generally so small that I 
doubt if the farmer or producer gets any big benefit out of it. 

Let me point out that the situation at the present is such that in 

Middle West, where many motor carriers depend on the farm 
products for a return haul to the manufacturing centers, the freight 
rates on general commodities have reflected much cost on empty 
mileage. I mentioned that before, and that is something there is no 
use going over again. 

[ do want to point out that in this entire matter so far, there is 
nobody here representing the consumer. ‘The consumer has a vital 

art in this entire matter, because he has been paying the bill for the 
se of these gypsy carriers and so-called exempt carriers for a period 
of 15 years or more. If you leave the matter as it is, that is, by 
adopting this bill, it is going to become worse. If this bill is not 
adopted, I say, and the IC C regul: ition goes into effect, you are going 
to see a downward trend in freight charges on less than truckload 
commodity. 

The Cuarmman. How near are you to having finished, Mr. Green- 
berg? You have now used 23 minutes. 

Mr. Greenserc. I would like to have the privilege of finishing the 
entire thing. I would like to answer the one question you asked of 
Mr. Lane. 

The Cuatrman. I do not want to disconcert you, but I have been 
waiting to hear something new. The only thing I heard so far is that 
reference you made to the payment of taxes. 

Mr. Greenperc. Yes, I mentioned the marketing and I also men- 
tioned the fact that there are shippers that are using the gypsy truck 
which has not been brought out before. 

I would like to point out one other thing, and that is that in the 
peration of exempt carriers and gypsy trucks, there is a considerable 
empty mileage. ‘The question was brought up as to whether or not 
there would be a lot of empty mileage if this rule went into effect. 
( say that the mileage would equalize itself. I do not think there 
would be any more empty mileage after the rule went into effect than 
there is today. 

You can read my statement and you will find out what I mean by 
empty mileage. 

[ would like to answer your question, Mr. Chairman, that was asked 
f Mr. Lane, as to whether or not it would be possible to let a bona 
tide hauler of exempt commodities, that is, a producer of exempt com- 
modities, haul a nonexempt commodity back, so he could get his 
truck back. That was your question. 

First I want to point out that I think that there are very, very few 
such carriers. If there are any such carriers, I think that it could 
be done in a manner which I have outlined on page 7 of my statement. 
In that proposal I even go a little further than that in that I point 
out that if the Commission wanted to in its regulations which we be- 
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lieve are flexible, they could provide so that the rule would not apply, 
or the one-trip lease would apply at certain periods of the year at cer- 
tain areas of the country. So 1 have gone a little further than that. 

At Tuesday’s hearing there was a question brought up that remain 
ed unanswered that I would like to point out, and that is that I as a 
motor carrier could hire an exempt or a carrier who is now hauling 
exempt commodities and get him back to his original point of origin 
after this rule goes into effect in this manner. Instead of him m: uking 
the charge for the service of bringing the eggs or any other exempt 
commodity from some Minnesota “point to Chie ago, I as the carrier 
who have hired this truck for a period of 30 days will make that 
charge, and that truck and the driver of that truck is in our employ for 
the cen of 30 days. 

It is a perfectly legitimate proposition. There is no subterfuge 
As a matter of fact, right at present we and others that I know ot 
have similar arrangements only to the extent that the difference is 
that at the present time the driver or the owner of the truck makes 
the collection for the freight charge. 

We intend after this rule goes into effect, when these fellows are 
regular operators aud continuously come into the Chicago market 
with eggs or other products from Minnesota, to continue to use those 
fellows because we believe that type of operator is pretty much like 
our own as long as he stays with us. So by using him under a long 
time lease—it does not mean 30 days, it could be more—and then 
billing the shipper or the consignee for the hauling of the traffic; and 
mind you, we can do so w ithout assessing our published rates because 
we can assess any rate we want to and go to any point we want to. In 


other words, we may not have the right to go to the point where 
the operator has to go to pick up his load of egos, but he can still 


BD") 
go there. 

I have some more, but I am afraid I am taking up too much of your 
time. I hope some of these questions that remain unanswered will be 
asked of me. 

The Cuarrman. Have you finished ? 

Mr. Greensers. Yes, sir. 

The Cuarrman. Any questions, gentlemen? Mr. Younger? 

Mr. Youncer. I have one. You made the statement that you were 
forced to raise your rates a number of times because of the loss of 
business that the gypsies had taken away from you; is that correct ¢ 

Mr. GreenserG. That is right. They had quite a bit to do with it. 

Mr. Youncer. You made that statement; did you not # 

Mr. Greenserec. Yes. 

Mr. Youncer. If you raise your rates, then you benefit the gypsy 
because he gets a better rate each time; does he not? He can make a 
Jittle more money; can he not? 

Mr. Greenserc. That is in a case where you use the gypsy on the 
basis of a percentage of revenue. It does not work that way in out 
territory. 

Mr. Youncer..That is logical; is it not ? 

Mr. GreenpercG. It would, except to this extent. I can tell you that 
the basis of remuneration for the gypsy in our particular area has not 
gone up since 1934. 

Mr. Youncer. That is, you have increased your rate, but you have 
not given any of the increase to the gypsy ¢ 
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Mr. Greenperc. We have not been able to give any to him. 

Mr. Youncer. That is perhaps why he is so broke in your territory. 

Mr. Greenserc. That is right. It so happens that our company uses 
very few gypsies, but we do use some. . 

Mr. Youneer. Because otherwise under your testimony of increas- 
ng your rates because of the loss of business which would inure natu- 
rally to the benefit of the gypsy and he would get more business, some 
nlace you would reach the point where you would be out of business 
el tirely and the gypsy would have all of it. 

Mr. Greenserc. That is right, but it has not worked out that way. 
He has not got any more today. 

Mr. Youncer. I was trying to go with your logic to its ultimate con 
lusion. That is all, Mr. Chairman. 

The Cuairman. Any further questions? Mr. Rogers. 

Mr. Roeers. Mr. Greenberg, you heard Mr. Lane testify this morn 
ing; did you not ¢ 

Mr. GREENBERG. Yes, sir, 

Mr. Rogers. With reference to the fact that you could not have a 
return trip unless an authorized motor carrier enters into a lease 
contract ¢ 

Mr. GREENBERG. Yes. 

Mr. Rogers. What would you think of the proposition if the ICC 
were to make a regulation or ruling that no certificated carrier could 
nake a lease contract with these gypsy carriers ¢ 

Mr. Greenpera. If they made a ruling that we could not make a 
lease of any kind at all? 

Mr. Rogers. Yes. 

Mr. Greensera. My answer to that is that I think 70 percent of the 
trucking industry would welcome such an order. 

Mr. Rogers. It would what‘ 

Mr. GREENBERG. Would welcome such an order, whereby you could 
not hire a truck from any period. 

Mr. Rogers. Why would not the certificated carriers without the 
ntervention of the Interstate Commerce Commission get together and 
refuse to enter into a lease ? 

Mr. Greenperc. That is a different situation. To get together 
and refuse to hire a gypsy is another matter. That is another impos- 
sibility. We cannot even get together on a lot of other matters that 
are of much less importance. It only takes one carrier in one partic- 
ular area to stop any progress toward getting together on a situation 
like that or any other situation. We seem to have just more than one 
in every territory. 

Mr, Rocers. Did you ever use a gypsy carrier? 

Mr. GREENBERG. Yes. We do quite often. We probably use several 
each day. 

Mr. Rogers. You make more money out of them than you do run- 
hing your own trucks. 

Mr. Greenserc. Now, that you ask the question, I will say this: 
We cannot afford to operate our trucks for the same cost that it costs 
us to use a gypsy truck, but I would like to enlarge on that to this 
extent, that we feel that as long as he is available and is willing to 
operate for the amount of money we are willing to pay him, and 
that he has been the cause of our loss of the tonnage that we used 
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to handle in the first place on our inbound movement, we have 1 
qualms about paying him less than we know he can afford to haul jt 
for. 

_ Mr. Rogers. Although you are against the principle, you participate 
In giving gypsies business. 


Mr. Greenserc. We are just forced to do that by competition, of 
course. In other words, if nobody else was using gypsies, neither 
would we. 

Mr. Rocers. That is all, Mr. Chairman. 

The Cuamman. Any further questions, gentlemen? Mr. Heselto 

Mr. Hesevron. I think in a portion of your statement that you may 
not have read as to the problem of lack of insurance, you say that the 
gypsy does not carry lability insurance. I assume that is a fairl 
heavy item in the operation of a large truck. 

Mr. Greenperc. Yes, it is. It is quite a big item. Furthermore, 
I might state that very, very few individual owners of trucks or the 
so-called gypsies can get public personal liability and property dam- 
age insurance. 

Mr. Hesevron. Did you say very few could get it ? 

Mr. Greenserc. That isright. Asa matter of fact, there are regu- 
lated motor carriers that have trouble getting that type of insurance 
because of their experience. The payment of insurance premium is 
based on the carrier’s experience. The insurance companies can keep 
track of our experience. They can follow our trucks down the line. 
As a matter of fact, they have a regular inspection system. They 
follow our trucks every so often and report to us. They cannot folloy 
these gypsy operators, 

Mr. Hesevron. That being true, it would seem to be in the publi 
interest in having these large trucks that operate with large loads to 
be adequately insured so that if there is an accident, the public is 
protected. 

Mr. Greenserc. That is correct. I would like to amplify that 
little further by saying that at the present time some of the States 
are attempting to cause or force this type of operators to carry in 
surance, but they have not been able to enforce to any great extent. 
About the only State that I know of that has been able to do something 
about it is Michigan. There is little or no gypsy operation in the 
State of Michigan. 

I might also state this, that the States have found that they cannot 
only do anything about the insurance, but they cannot even force them 
to buy license plates. For instance, in the State of Illinois, a great 
many of these gypsy operators live in the State of Illinois. They 
presumably would buy their license plates in the State in which the) 
live, and the State from which they operate, but the biggest majority 
of them will buy their license plates in Indiana because of the fact 
that the Indiana plates are cheaper. 

Mr. Hesenton. Is it a fact that most of this so-called gypsy opera- 
tion is interstate rather than intrastate ? 

Mr. Greennerc. It is both, but most of it is interstate. 

Mr. Hesevron. That being true, suppose consideration could be 
given to Congress deciding on whether it was a good policy to require 
that all interstate operation should carry adequi ite insurance. 

Mr. Greennerc. As a matter of fact, in my statement I made that 
suggestion. I passed over a lot of things I have suggested in the 
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statement. I pointed out that the public is at the mercy of the gypsy 
oper ator or owner who does not have any insurance when he 1s not 

the employ of the carrier, with the result that if he has an accident, 
you just try to collect. Even if you get a court judgment, you cannot 
collect. I think it is about time that the public is taken care of 
come manner. The States have not been able to do it. 

Mr. Heseiron. Have you made that recommendation to the Inter- 
state Commerce Commission ¢ 

Mr. Greenserc. The Interstate Commerce Commission would be 
helpless to do that, sir, on the individual owner-operators unless at 
the time they were in the employ of a motor carrier. 

Mr. Hesevron. You misunderstand me. Have you made that sort 
of recommendation to the Interstate Commerce Commission for their 
consideration 4 

Mr. Greensere. No. They cannot even consider it. That would 

ea matter for Congress. 

Mr. Hesevron. I disagree with you. They can consider it. They 

ea duty to report recommendations to this committee. Have you 
ever raised the question before the Interstate Commerce Commission / 

Mr. Greenperc. They are well aware of that situation, Mr. 
Heselton. 

Mr. Hesetron. How long have they been aware of it? 

Mr. Greenserc. As far as I am concerned, I think they have prob- 
ably been aware of it since 1940, 

Mr. Hesevron. That is a long period. 

Mr. Greenserc. That is when they started first to make this 
investigation. 

Mr. Hesevron. That is all, Mr. Chairman. 

Mr. Harris. Just one question, Mr. Chairman. 

The Cramman. Mr. Harris. 

Mr. Harris. This is not repetitious and I do not believe it has been 
asked before. Among the trucking industry then is there an industry 
code of ethics, so to speak ? 

Mr. Greensere. I think to the extent that there are certain methods 
of operations and certain understandings which is known by the 
public, of course, that are arrived at through public meetings and 
hidaati the trucking associations, to that extent we have a certain 
amount of ethics. 

Mr. Hares. You have no published code of ethics like some other 
industries have ? 

Mr. Greenserc. That is right, not that I know of, at least. 

Mr. Harris. That is all. 

The Cuarrman. Mr. O'Hara. 

Mr. O'Hara. Mr. Greenberg, many years ago, I notice from your 
statement the Werner Transportation Co. was the successor to the 
Werner Poultry Co. I hope it will tinge my questions with a little 
interest to you that I once represented them in a lawsuit. 

Mr. Greensera. No kidding. 

Mr. O'Hara. Let me ask you this question, Mr. Greenberg. How 
many carriers that you represent are certified carriers ? 

Mr. Greenperc. They are all certified carriers. 

Mr. O’ Hara. How many are there? 

Mr. Greennerc. Twenty-four, of which three of them are in opposi- 
tion to us and in favor of the bill. 
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Mr. O'Hara. There are three in favor and the others opposed / 

Mr. GREENBERG. ‘Twenty-one are opposed. 

The Cuarrman. Who will speak on behalf of the three? 

Mr. Greenserc. They are not here. 

May I answer your question, Mr. Chairman, after Mr. O’Hara is 
through ¢ 

Mr. O’Hara. You may answer it right now, if you wish. 

Mr. Greenserc. I was going to bring that question out. I think 
there is a question in the minds of the committee as to why there are 
only a few motor carriers present from the opponents as well as the 
proponents. 

The CHatmrMan. I was not aware that anybody was absent. 

Mr. Greenserc. The question was asked Tuesday of Mr. Ellis as 
to how come there was only such a small number of carriers repre- 
sented. I would like to point out this, that the reason that there are 
only a few carriers here, and those are more or less associations, is due 
to the fact that the American Trucking Association which carried 
the matter clear to the Supreme Court has had a change of position, 
and the executive secretary of that association has instructed its coun- 
sel and legal staff to stay out of this controversy entirely. 

In other words, you do not see the American Trucking Association, 
which is comprised of various factions, both pro and con, on this 
question, here. The same thing is true for the State associations. 
They are in the same position as the national association. They can- 
not take sides. The result is that either a carrier has to come here by 
himself and most of them figure that is too costly and they figure their 
little one voice is not going to be heard anyway, or else it has to be 
done by the small associations for which it happens that in the Chicago 
area there are 4 or 5 of us, and 8 of us are here. That is why you do 
not have many motor carriers present. 

I would like to advise you that in the poll that we took before the 
S. 50 hearing, we found that about 70 percent of the carriers to whom 
a questionnaire was sent out and they answered, that they were op- 
posed to wide-open leasing. They were in favor of a 30-day minimum. 

The CuarrmMan. You go right ahead with Mr. O’Hara. I did not 
know I was going to take so much of his time. 

Mr. O'Hara. This is interesting to me, Mr. Chairman. 

Mr. Greenserc. Our three conferences have sent out a question- 
naire on a form which I will submit to the clerk to all State associa- 
tions asking them to submit a poll to all of their members and to ad- 
vise us the result of that poll. I should like to ask leave of the com- 
mittee to present you with all of the information we gathered in that 
poll so that you will know how the industry stands. 

The CHarrMan. You may present it and we will look it over. 

(The information will be filed with the committee.) 

Mr. O'Hara. Even as to the certified carriers, they are wondering 
when the action is going to fall on them from the ICC? 

Mr. Greenserc. It has fallen on us. We have been fined for viola- 
tion of the hours of service due to the fact that some of our drivers and 
some of our so-called gypsy operators we hired for one trip have been 
caught in falsifying their logs. That is a violation of which we un- 
knowingly violated a law. I do not think there are any of the motor 
carriers that would knowingly violate the law if they could help it. 
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Mr. O’Hara. Mr. Greenberg, you say of your association three 
oppose your position that you “have expressed today. Have you ex- 
presse d in your statement their position with reference to this legis- 
lation ? 

Mr. Greensera. No; I have not. 

Mr. O'Hara. Do you not think you had a duty to present their views 

s well as the views of the major ity? 

"Mr. Greenserc. I will tell you why. The biggest one is Motor 
Cargo, of Akron, Ohio, and they were represented here by Mr. Ellis, 

and their view was well presented here. 

Mr. O’Hara. How many of the carriers in your group have rates and 
tariffs on file with the Commission ? 

Mr. Greenserc. All of us. 

Mr. O’Hara. Your operations are specifically exempt under the rules 
of MC-43 and therefore I would like to ask you this question: How 
does this legislation affect you ? 

Mr. GreenBerc. You say our operation was exempt ? 

Mr. O'Hara. Yes. Is that not true? 

Mr. Greensera. No. You are talking about the hauling of exempt 
commodities. 

Mr. O'Hara. Yes. 

Mr. GreenserG. The only exempt commodities that we would be able 
to haul in our operation would be eggs. We might be able to haul 
fresh fruits and vegetables, but, as you know, there is very little of 
that out of Minnesota. ‘The only thing that moves in any quantity 
from the Minnesota area is eggs in the shell. 

Mr. O'Hara, There is poultry, of course. 

Mr. GREENBERG. Poultry is not exempt unless it is shipped alive, and 
there is no movement of live poultry. 

Mr. O’Hara. Do you propose that agricultural exemptions be 
eliminated ¢ 

Mr. Greensera. I think I brought it out in my statement. 

Mr. O’Hara. I am sorry. I was late getting here, Mr. Greenberg. 
If you covered it, disregard my question. 

Mr. Greenperc. It is pretty much in my statement if you will read 
the statement. 

Mr. O’Hara. Before I get to read it, I would like to know the answer. 

Mr. Greenserc. I hope you read it. I will give you the answer. 
Your question was whether or not we are in favor of removing the 
exemption ¢ 

Mr. O’Hara. Yes. 

Mr. Greenserc. To this extent we would be in favor of removing the 
exemption. Wedo not think that the exemption was intended to apply 
to anybody but a producer. As a matter of fact, for approximately 5 
years after the act went into effect, very few people though about it in 
any other manner except that it applied to the producer. There were 
very very few haulers of exempted commodities until about 1940 or 
1941, when the Interstate Commerce Commission first noticed what was 
going on and started their investigation. So my answer is that if the 
movement is by an owner of the merchandise of an exempt commodity, 
if he has his own truck, I say to him he can go any place in the country 
he wants to go. 
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Mr. O'Hara, Let me ask you this: You are familiar with the far 
country out there in Minnesota and Wisconsin for many years. 
very ¢ - ious about the operations of the certified carriers. 

Mr. Greenserc. I grew up in that country, sir. 

Mr. O'Hara. You are hauling, we will say, from Chicago, not fan 
products, but merchandise, and you have a load for a little town 2 or 
3 or 4 or 5 mies off the highway on a rather poor road. Do you ha 
that over there ? 

Mr. Greenserg. We have an operation that takes us over most); 
main routes. As you probably know, in Minnesota you do not a 
too many backward roads until you get clear up into northern Mii 
sota, and western. We operate in the southern portion of Minnes sota 

Mr. O’Hara. I have seen hundreds of your trucks in eavition. 

Mr. Greenserc. We service practically every point along the 
routes. We serve three routes in Minnesota every day. We hit eve: 
little point regardless of the size of the shipment that might go { 
that point. We do not stop to deliver to every one of those consignees 

Mr. O'Hara. That is what I am getting at. How do you deliver: 

Mr. Greenserc. We drop it off at an agent. That agent probably 
years ago used to have to depend on the railroads for his livelihood 
in that he would go to the railroad depot, pick up the shipments, and 
deliver them to the local people. Now we deliver those shipments 
him at his platform and he makes the deliveries for us. 

Mr. O'Hara. Is he a certified carrier? 

Mr. Greenserc. No: he does not have to be. He is our agent. 

Mr. O'Hara. He is a gypsy, then? 

Mr. Greenserc. No; he stays right in his hometown. He works not 
only for us, but he also makes local pickup and delivery right i 
his city. 

Mr. O'Hara. How can he do that. If you carry interstate co 
merce out there, is he not carrying interstate commerce then ?¢ 

Mr. Greensec. As our agent he can do that. 

Mr. O'Hara. Just what is the agency ¢ 

Mr. Greenserc. We can appoint any agent to do anything for us 
that we cannot do for ourselves. 

Mr. O'Hara. That does not give him permission to operate ai 
unlicensed truck, does it? ‘ 

Mr. Greenserc. That is right; for instance, we have an agent i! 
Rochester, Minn. That agent not only handles our deliveries and 
pickups, but will also pick up and make deliveries for local people 
in that town, or maybe he will take a carload of traffic and distribute 
it to the loc : people. While he is working for us and making de 
liveries for us, he is our agent. He is doing exactly what we could do. 
We simply are letting him do that. That is perfectly legal. 

Mr. O'Hara. That is what the gypsy does, is it not ? 

Mr. GreenserG. No. The gypsy is a little different situation. The 
gypsy operates over the highway. 

Mr. O'Hara. So does your agent. 

Mr. Greensere. No, he does not. He only operates in the city of 
Chicago. Take it a little further from there. If our agent at Roch 
ester, and by the way, I have a situation like that with an agent at 
Faribault, takes it upon himself to take a load of turkeys, for instance, 
from Faribault to New York, he then becomes a gypsy operator. 
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t he is not in our employ because that truck is not in our employ. 
\s a matter of fact, we have had a situation like that where we had 
ovement of turkeys, that is, a continual movement, from Faribault 
)New York and Albany and our agent knowing about the movement 
himself a truck and got the movement himself, and he is op- 
iting under the so-called round trip lease with the shipper, ob 
sly going around the act. That is one of many, many situations 
nd the United States. 
O’Hara. That is true of your Chicago suburban operations, is 
t, in that while your carriers may be certificated, they are oper- 
og under an exempt operation ¢ 
GreeNBERG. No. The Chicago suburban carriers whom 1 am 
ve representing second-handedly, you might say, are all regulated 
wriers of their own right. They act in connection with us as a con- 
ecting carrier. In other words, if we give them a shipment and it 
noves through under a through bill of lading and through rate, we 
y them a division of the revenue. Our responsibility ceases when 
e turn that shipment over to them, and their responsibility begins. 
Mr. O'Hara. Is it not a matter of fact, Mr. Greenberg, that mostly 
n the developme nt of the trucking industry that the eee the 
carriers is dependent upon your so-called agency carriers or 
gypsy operations as feeders or aiders in distributing the rsh that 
e big carriers haul where you do have a distribution to the small 
towns ¢ 
Mr. Greenperc. Mr. O'Hara, I agree with you except to the one 
nt, and that is we cannot use the word “gypsy” on a local distribu 
He is not a gypsy 
Mr. O'Hara. Maybe not, but I have an awful time distinguishing 
etween them and what everyone calls a gypsy 
Mr. Greenpera. I think we hear enough about what gypsies are 


today. 


Mr. O'Hara. That is all, Mr. Chairman. 
The Cuarmman. Any questions, gentlemen? 
No response, ) 

The CuairMan. I guess that completes the questioning of you, Mr. 
Greenberg. We thank you for your attendance and the assistance 
you have given to us. 

Mr. Greenperc. Before I leave, may I present Mr. Girard’s 
statement ¢ 

The Cuamman. I might say what you have not said you can put 
n the record in the form of statements you have prepared. 

Mr. Greenperc. I will be glad todo that. 

The CHarrMan. I notice part of your statement relates to testimony 
n the Senate. 

Mr. Greenserc. That is attached. 

The CuHairMan. Isthat necessary asa part of our record / 

Mr. GreenserG. I wanted to make it easier for you so that you 
would not have to go to the back and look it up. 

The Crarrman. We will look at that portion but it may take up a 
ot of space. Can you tell us whether it is any different from the 
statement you made to this committee ? 

Mr. Greenserc. Will you accept Mr. Girard’s statement in the 
record ¢ ; 

The Carman. Yes, and yours. 
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(The statements are as follows:) 


APRIL 14, 1953 


Subject: H. R. 3203, a bill in Congress to legalize one-way trip leases. 

Dear Sir: This is an important matter and it affects your members. We do: 
know how many truck associations will appear at the House committee hearings 
on April 21 and 22, at Washington. 

These three conferences will appear in opposition as we favor the ICC 30-day 
minimum leasing regulation. 

We believe that it is your duty to poll your membership and advise the House 
and Senate committees as to how your membership feels about this bill. You «& 
not have the time to present the results of such a poll at the hearing by th 
House committee but it could be presented to the Senate committee as no dat 
has yet been set for a hearing by the Senate committee. 

However, when we appear before the House committee we shall ask leave t 
present the committee at a later date with the poll results of every State truck 
association that will make such a poll and provide us with the resulting 
information. 

Therefore we ask you to at once get out a letter to your members, explaining 
the matter and enclose a reply card on which should appear this question. 

1. Do you favor th eIlCC 30-day minimum lease regulation? Yes No 

Each member should show the name of the firm and be signed. 

Will you please respond, at once, indicating whether or not your associatio 
will supply us with the results of such a poll? 

Sincerely yours, 
Eart GIRARD, 
General Manager, Chicago Suburban Motor Carriers Association and 
Chicago, Milwaukee Motor Carriers Conferenc: 
P. M. GREENBERG, 
Treasurer and Chairman of Legal Committee, 
Illinois Minnesota Motor Carriers Conferenc 


STATEMENT OF P. M. GREENBERG, CHICAGO, ILL., BEFORE THE COMMITTEE 0 
INTERSTATE AND FOREIGN COMMERCE OF THE HOUSE OF REPRESENTATIVES 0 
H. R. 3203. 


Mr. Chairman and members of the committee, my name is P. M. Gree 
berg. My address is 1500 West 33d Street, Chicago 8, lll. I have been \ 
president of Werner Transportation Co., since its inception in 1931. I also a 
treasurer and chairman of the legal committee of the Illinois Minnesota Mot 
Carriers’ Conference 

Werner Transportation Co. operates motortrucks, as a common carrier und 
ICC certificate MC 8600, primarily between Illinois and the suburban points of 
Chicago, including those located in Indiana, and points in southern Wisconsi! 
on the one hand, and on the other hand points in western Wisconsin and 
Minnesota. 

Werner has 350 employees. We own and operate 209 trucks, tractors, and 
trailers. We have equipped most of our trailers with mechanical refrigeratio 
and heating systems because we handle—I might say—used to handle a great 
amount of butter, eggs, dressed poultry, fruits and vegetables, and freezabl 
commodities. Our firm is one of the oldest common carriers operating in ou 
particular area and leader in handling of the above commodities. 

The Illinois Minnesota Motor Carriers Conference is an association of 20 com 
mon carriers—all of whom operate within the same area as previously described 
and some of them operate extensively beyond that area. For instance Keeshil 
Motor Express operates between Minneapolis and eastern seaboard. Consolidated 
Freightways operates between Chicago and the entire west coast. 

Werner Transportation Co. is the outgrowth of the Werner Poultry Co., of 
Minneapolis, Minn. The Werner Poultry Co., of which I was a partner, started in 
1922. In 1930 and 1931 we experimented with long-distance hauling of the com 
modities with which we dealt, butter, eggs, poultry, and other farm products 
As a result, we started to haul freight, on the return haul, from Chicago and 
Milwaukee. Thus in 1931 we opened up a regular scheduled service to shippers 
of all commodities. 
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At that time there was no Federal regulation and rates quoted to shippers 
were kept in a so-called black book and there was no attempt to avoid discrimina- 
tion. The shipper that had the most tonnage to offer secured the lowest rates 
Ry 1934, there were so many scheduled and irregular carriers—every one that 

uuld buy a truck for a few hundred dollars down got into the long-distance 
trucking business. 

It was dog eat dog—insofar as rates were concerned. No one took too much 
pains to maintain safety of operations. If the cost of safety affected the price 
of our services—we didn’t spend the money for safety. When I say “we” I am 
f course referring to all of the for-hire carriers. 

No one could earn a decent profit, in order to enable him to rehabilitate his 
tracks, to keep them in safe running order. Every one overloaded above legal 

eight limits It was simply a wild chaotic situation. Banks would not loan 
money to truck operators. Truck lines were going into bankruptcy one after 
another. 

Then some of us, including myself, started a movement to secure a Federal 
regulatory bill. The result was the Motor Carrier Act of 1935. Congress was 
told about the situation and it saw that in order to establish and maintain a 
well-regulated transportation industry that could be depended on in case of war 
ind emergencies, it was necessary to regulate the trucking industry. It was 
necessary to eliminate discrimination, chiseling and many objectionable opera 
tions and methods then being used. It was necessary to protect the public by 
establishing rules and regulations whereby trucks would be operated with safety 

Since 1935 the Interstate Commerce Commission has, we believe, done a good 
job of establishing rules and regulations which have for their purpose safety of 
operation and protection of the public—shippers, receivers, and plain citizens. 
But the Commission has been handicapped by lack of funds to enforce many of 
ts rules. As a result, many new chiseling methods have crept into the motor- 
truck ‘industry. The Commission has, through its investigation, known as 
Ex parte M. C. 48, established certain rules relative to leasing trucks which 
will eliminate most, if not all, the violations of the Commission’s safety regula- 
tions and other regulations. The Commission cannot possibly detect and prose 
cute violations by owners and drivers of trucks which are being leased to regu- 
ated carriers for a one-way trip, or even a round trip. Under the new rules, 
the burden is upon the regulated carrier to police the operation of his leased 
trucks, and he can’t afford to jeopardize his certificate by violating the regulations 

The proposed bill would have the result of legalizing what the Commission, 
fter many years of research, investigation, and study, including many public 
earings, has said is illegal. The Supreme Court affirmed the Commission's 
lecision. 

Your committee and Congress is being asked to undo all the work, and which 
has cost the taxpayers millions of dollars, which was done by the Interstate 
Commerce Commission, and you are asked to do so in a great hurry. I doubt if 
any of you gentlemen or any Member of Congress would be willing to substitute 
his judgment, after this hearing is over, as compared to the slow, mature deci 
sions that were carefully thought out by the Interstate Commerce Commissioners, 
who are the servants of the Government and the Congress. 

Certain business interests and farm organizations have raised a hue and cry 
that if the ICC rules go into effect it will upset their economy and the marketing 
practices on many perishable and nonperishable commodities. 

Then there are a few motor carriers who insist that they cannot operate under 
the 30-day minimum leasing requirement and other minor regulations. 

Let’s look at the facts. First, let's discuss the gypsy truck operator. He is 
the owner of or owner-driver of the trucks these interests now use. The ICC 
has made careful investigation and our conference has made periodical investi 
gations, too, as to the operations by gypsies. We have received the cooperation 
of Illinois and Wisconsin State officers in securing information through road 
checks. This is what we have found: 

I. They do not live up to ICC safety regulations because— 

1. Very few keep logs of their hours of service. Those that handle exempt 
commodities mistakenly believe that they don’t have to keep logs nor comply with 
the hours-of-service regulations. 

2. They do not make a regular check of the trucks, except the usual routine of 
checking gas, oil, and tires. 

5. They cannot be controlled by the regulated carrier, who leases their trucks, 
because gypsies will operate over any route, regardless of whether the lessee has 
rights to operate over those routes. They operate over secondary roads not 
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capable of carrying the load and do so in order to make shortcuts or to ayoid 
police weighing details. 

4. They embarrass the lessee, the regulated carrier, by delivering loads direct 
to points to which that carrier has no rights, thus encroaching upon the cer 
tificated rights of other carriers. 

5. They operate at irregular hours; that is, they stop and sleep whenever they 
get tired and do not take the 8 hours’ rest in a bed after 10 hours of driving, or 
16 hours, including driving and on-duty time, which is an ICC regulation. This 
has been the cause of many accidents. 

6. They do not comply with lessee’s instructions to report at check-in stations 
operated by the lessee. Some of them do report in, but don’t tie up and take 
8 hours’ rest required by ICC regulations. The personnel of the lessee is helpless 
to enforce the regulations. 

7. Many gypsies operating as exempt carriers or under a lease arrangement 
with shippers, knowingly overload their trucks and avoid arrest by going around 
seales. There are even signal arrangements between drivers and gas stations 
by which they are warned of weighing details ahead. They then either go around 
or tie up until the weighing detail has gone. 

8. Very few have any p. |. and p. d. insurance covereage. Thus while they ar 
hauling exempt commodities or are not at the time leased to a regulated carrier 
they are a danger to the traveling public and to every one who may be damaged 
to the extent of personal injuries or property damage because they have no 
insurance and very few have anything that can be attached, after court judgment. 

9. Many gypsies carry passengers, a dangerous practice. They pickup hitch 
hikers. I have, on several occasions, seen and talked to drivers who were carrying 
their wives and children, in fact some of the wives take a turn at the wheel. 

10. Very few drivers of gypsy trucks have received a training program, such 
as is usually accorded to new drivers by regulated carriers. 

11. Many gypsy drivers operate over the length and breadth of this country and 
therefore operate over unfamiliar routes at night. This, too, undoubtedly results 
in many accidents. 

II. Many operators of gypsy trucks haul nonexempt commodities for shippers, 
at rates that are not compensatory and are destructive to the regulated carrier 

I am presented herewith a copy of my testimony found on pages 792 to 76, 
inclusive, of the record entitled, “Study of Domestic Land and Water Transporta 
tion,” issued by the subcommittee of the Committee on Interstate and Foreign 
Commerce of the United States Senate, 8lst Congress, pursuant to Resolutio: 
S. 50. This testimony was given on Tuesday, June 13, 1950. In this testimony 
I have gone into some detail as to the extent the gypsy or owner-operator has 
encroached upon the rights of the regulated carrier and taken away traffic at 
ridiculously low rates from the regulated carrier. 

In fact since 1950 the situation has become worse. Many more shippers are 
using gypsy trucks under the guise on a round-trip lease. Just to explain briefly 
I desire to point out that a Federal court in Minnesota held that it was illegal 
for a shipper to hire a nonregulated truck, with or without driver, unless the 
shipper took control of the truck and driver from the time he hired it until it 
returned to his premise. Thus, in order to get around this decision in the F. & F 
Leasing Co. case, shippers purportedly lease the truck for a complete round trip 
If he has a shipment from St. Paul to New York, then when the truck gets to 
New York, the driver finds a regulated carrier to give him a load headed toward 
Chicago or St. Paul, and he leases the truck, as agent of the lessee in this case, 
the original shipper, to the carrier. The carrier pays the driver his salary, to 
comply with ICC regulations and then pays the difference of the sum agreed to 
be paid for the hauling of the load, less the driver’s salary, to the shipper—who 
has by the lease agreement now become the lessor. The ICC knows about this and 
their 30-day minimum leasing rule is intended to eliminate this evil practice. 

In some cases the truck will be leased 2, 3, and even 4 times to regulated carriers 
before it finally gets back to the origin point at which the original shipper is 
located. In so doing, the gypsy may have gone around Robin Hoods barn to 
get there. 

There are now as many gas stations and return-load brokers, who put gypsies 
in touch with shippers and carriers as there were prior to 1936. These brokers 
find out from the gypsy drivers the name of the shippers and the commodities 
shipped and the rates charged by the regulated carrier and then approach the 
shippers and tell them that if they have a load to contact the broker and he will 
save the shipper money. It is even impossible for the regulated carrier to comply 
with the law which requires that no information as to shipments handled be 
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to any one except an ICC official or in a court of law, because the gypsy 
1 won't keep secret as to freight movements as the employees of the carriers 
ist and do. 

{nother practice of gypsy operators is that of keeping the lease sign issued 

him by the regulated carrier, and affixed to his truck. When he secures 

n illegal load, he puts the sign back on and if he is stopped by State or ICC 
ficials he indicates he is hauling for the regulated carrier. This is a dangerous 
vactice and the regulated carrier could be involved in lawsuits, due to the 
truck having an accident while bearing the lease sign. This, too, the ICC had in 

nd. Some gypsies are not above soliciting loads from the same shippers, 
rom whom they carried loads under lease to a regulated carrier. If the 
freight tonnage is unavailable and the gypsy cannot get a load from a carrier, 

e can’t afford to let his truck remain idle for many days, so he solicits 

ads from shippers. If the shipper requires information whether or not he has 
icC rights, the gypsy tells him that he has rights. Shippers will not actually 

vestigate, if they can make a savings in freight. Those shippers who have 
traffic departments and men who know the law will not believe such state- 
ents without investigation. 

As a matter of fact gypsy trucks lose lots of time waiting for loads. Every 
large city is full of them, when freight movement drops off. Idle trucks don’t 
help the economy of this country. 

Ill. Most gypsies are operating at a loss. This is very apparent due to the 
fact that, in our experience, there has been a continual change jn the owners 
md drivers. They do not last very long. When the truck has reached a point 
where it is too costly to operate and he hasn’t saved any money with which 

buy another, he quits. Many such trucks are turned back to the finance 

mpanies or truck dealers, because the owner cannot earn enough to keep up 

»payments. The reasons, of course, are that they are hauling exempt com- 
odities and nonexempt commodities at rates that are not compensatory. 

ey are hauling for regulated carriers and receiving less than it would cost 

ie carrier to operate his own equipment. The drivers of the carriers own 
lipment are all unionized and they get paid for every minute they lose 
account of breakdowns or delays. There are many fringe benefits which 
ie carrier has to pay, such as health and welfare funds, hotel bills, meals, and 
thers. Very few gypsy drivers belong to a union and even if they do, the 
irrier payS no attention to it and pays the driver the union scale based on 
he mileage only and no other benefits and even if he did, it wouldn't make 

any difference in his cost as he pays for the use of the driver and the truck 
total amount for the trip and deducts what he pays the driver (who in most 
ses is the owner) from the total to be paid. Thus the owner-driver doesn’t 
rm the same wages as an employed driver of the carrier. 

rhe carriers are content to hire gypsies or “extra’’ trucks because it is cheaper 
for them to do so, and because he feels that the gypsy operator is actually 
he cause for the carriers unbalanced movement. Also the carrier knows that 
gypsies have been the direct cause for reduced rates on truckload traffic and 
1e competitive situation more or less dictates the limit he can pay for use of 
in extra. Please remember that I have been speaking only of trucks leased 
der short-term or a one-way trip. Carriers pay different scales for use of 
rucks on a long-time lease. Generally the scale is much higher. 

IV. One-way-trip leasing has induced owners of ICC rights who were, prior to 
‘41 and the war, small truck operators, to increase their operations by using 
gypsies and thus cutting the rates of the established, scheduled, regulated 
riers. The situation at present is comparable to prior to 1936. It is chaotic. 
Between Chicago and Minneapolis, St. Paul there are truckloads of commodi- 

being hauled at approximately the same rates as were in effect prior to 

86. You can readily see that the regulated carriers, must of necessity, in- 

ase their rates for less than truckload shipments to overcome the loss taken 

the low-rated shipments. Thus the small shipper and through him the con 
sumer or purchaser of his product must bear this burden by paying higher 
eight rates, 

Now, let's discuss the hauling of exempt commodities: 

Many carriers, having no ICC rights, are in business hauling exempt com 
odities. Some of them have a two-way movement of exempt commodities. Such 
rriers are not affected by the Commission’s 30-day minimum-lease order. 


2. Most carriers of exempt commodities are divided into two categories: 
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(a) The firm that undertakes to haul such commodities, as a carrier and 
provides insurance coverage to protect the shippers’ cargo and sometimes 
public, against p. 1. and p. d. 

(b) The individual owner-operator that hauls exempt items and has no 
surance coverage or may only have partial coverage. 

Very few exempt carriers firms referred to in (a) own their own equipn 
and depend on the individual owner operator (b) or gypsies. They will ac 
exempt loads to most any place and charge rates depending on what the 
will bear and how cheap they can hire trucks to haul it. 

4. Most carriers of exempt commodities depend on a return haul by 
their truck to a regulated carrier. As stated previously, some will violate 
law by hauling nonexempt commodities for a shipper on the return haul. It 
doubtful if many such carriers collect and pay the 3 percent Federal tax on 
freight charges It is undoubtedly true that there are highly perishable fruits 
and vegetables and other exempt commodities that move seasonally and must by 
rushed to market and that during such marketing seasons there may be a ¢ 
need for additional trucks in the particular area. The gypsies know 
and head for that area. The producers of and dealers in these products 
complaining that the ICC regulation will eliminate such an influx of gyps 
trucks and thus they will be unable to ship their products to markets. We do 
not agree to this representation in its entirety. We believe that the regulat 
carriers, located in any particular area, could very well handle all the 
provided that the shippers of those products would be willing to pay rates th; 
would allow them a profit. These regulated carriers could very easily leas 
trucks for a minimum of 30 days and supply them to the producers and shippers 
and move those trucks to all parts of the country and return them with k 
of nonexempt commodities. This could be done through the interchangs 
rangements which are in effect between common carrie The reason common 
carriers in Florida, for instance, have not been able to supply trucks to the fr 
growers is because they have not been asked to do so for a great many ve; 
and are not set up to provide such service but. they could, if they knew that ft) 
producers depended upon them to do furthermore, the Commission order 
provides for emergencies and if any regulated carrier asked the Cominissiotr 


permission to lease some trucks for less than 30 days or even for one trip, we 


believe the ICC would grant such requests 

In the statement which I made to the Senate committee in S. 50, I refer t 
plan whereby pools of trucks could be established by organizations, not car 
for use by regulated carriers and under jurisdiction of the ICC. I believe suc! 
plan should be studied by Congress and thus find a way to provide relief to those 
producers and shippers in areas that may need more trucks for seasonal 
marketing, rather than again creating a situation which the ICC after many years 
of investigation has decided must be eliminated 

The economy of this country is best maintained by not granting special pri\ 
leges, by law, to a small portion of its citizens. We do not believe that the 
producers, as a whole, if they market their products through middlemen receive 
much, if any, benefit from a lower freight cost. Such savings are very seldom 
passed on to the producer or consumer. Let me point out that the situation at 
present is such that in the Middle West, where many motor carriers depend on 
farm products for a return haul toward the manufacturing centers, the freight 
rates on general commodities have been increased to reflect much cost in empty 
mile . This is due to the fact that the carriers in that section have lost much 
tonnage of exempt commodities and most of the butter, poultry, and cheese which 
are not exempt but are being hauled by gypsies under lease arrangements with 
the shippers. As a matter of fact, the truck rates in the Middle West territory 
went up 4 percent on April 15 (last week), and in my opinion we could have 
avoided this increase if the carriers could have equalized their tonnage flow in 
both directions. This rate increase will be paid by producers as well as co! 
sumers on anything they buy. Thus, as a result of a few citizens making a sa‘ 
ings on the products they ship millions are being penalized by paying more for 
ihe goods they need for their daily living. 

It is my belief that shortly after the ICC order goes into effect, and if Congress 
does not pass this bill, that we, in Middle West territory, will be able to reduce our 
rates by 4 percent. I feel certain that the same will be true in other sections of 
the country. The ICC can determine, through the operating statements of the 
carriers, whether or not the carriers are earning profits greater than they have 
before the order went into effect. The ICC has the power to order rates reduced, 
if the carriers does not do so voluntarily. 
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Now let’s discuss the private carrier hauling his own commodities. These are 
several types. 

1. The private carrier who has hauls in both directions and does not need to 
lease his trucks to a regulated carrier. He is not involved in this controversy. 

The private carrier who has to lease his truck for the return haul. This 
carrier depends on a return haul otherwise he would ship his commodity by a 
regulated carrier. 

Many such carriers are not complying (some don’t even know there is an ICC 
order) with the ICC safety requirements. 

Some operate in the same manner as do the gypsies and overload their trucks. 
\fter they lease their trucks to a carrier, they do not operate over the carriers 
routes nor obey the rules and regulations of the carrier or of the ICC. 

We maintain that such a private carrier is in the transportation business, in 
the same way the gypsies are. When he sells his commodity to a buyer at 
distant points, he must include in the sale price, either his cost of transporting 
the commodity or his cost plus a profit. In many cases, the freight charges, which 
would be paid to the regulated motor carrier or to a railroad, are included in 
the sale price. 

Thus, such a carrier has no business in the transportation picture. If he has 
to depend on the regulated carrier for a return haul, he should depend on him 
for the outbound haul also. Too often such private carriers maintain that they 
ave to operate their own trucks for convenience. That is a fallacy and we 
maintain that a shipper can arrange with most regulated motor carriers to 
provide any kind of service at any time, provided he pays a just and reasonable 
charge for the service. The real truth is they don’t want to pay for the service 
they request and therefore operate their own trucks for the purpose of getting 
the work done for less—but always must depend on the regulated carrier to help 
him get back to his origin point. This type of carrier is also to blame for the 
higher freight rates. 

We desire to point out now that in the operations by exempt carriers, gypsies, 
and one-way private carriers, that they create a great deal of empty mileage. 
Empty mileage costs money. In the long run the general public pays for this 
extra mileage. A truck hauls a load from say Minneapolis to Hartford, Conn. 
In order for the truck to get loaded back toward Minneapolis, it must operate 
empty from Hartford to New York. There is not tonnage enough available at 
Hartford to load this truck back as an extra by a regulated carrier, so it must go 
to New York where there is sufficient tonnage, most of the time. Now if the 
regulated carriers would have handled the load, they could avoid the empty 
mileage by loading the truck with freight accumulated at Hartford or other 
nearby points for all directions and sending the truck, loaded, to New York, 
Boston, or its nearest loading terminal. Regulated carriers are expert at avoid- 
ing empty mileage. The example I gave you is one in thousands that occur daily. 
Then, too, empty mileage is created for the regulated carriers, because of the 
present situation. For instance, my company operates daily service over three 
routes in southern Minnesota. One route ends at Mankato, another at Faribault, 
and another at Albert Lea Because we are unable to fill those trucks with 
exempt eggs or butter or poultry (which is now being hauled by exempt carriers 
and gypsies) we have to deadhead those trucks into Minneapolis distances of 
from 40 to 120 miles. Even then we find we have to deadhead much of our equip 
ment back from Minneapolis because we are unable to balance our southbound 
loading with the northbound. If we could balance it we could reduce our rates 
on all traffic. 

In conclusion, I urge your committee not to pass the bill. Leave the matter up 
to the Interstate Commerce Commission. There is before the Commission 
several petitions for reconsideration of their order and I feel certain that the 
Commission will deal justly with all concerned. I have made a suggestion infor- 
mally to the Commission and will do so formally, which I believe would give relief 
to the producers of and dealers in fruits and vegetables. I suggested that the 
Commission amend their order to provide the following: 

That a regulated carrier may lease a truck for a one-way trip provided that— 

1. The operator of the truck leaves with the carrier a copy of a bill of lading 
r freight bill or shippers certificate showing that he hauled a load of exempt 
commodities from an area, which area had previously been determined by the 
ICC as an emergency area. 

2. The operator of the truck leaves with the carrier a certificate signed by that 
shipper or another shipper in the same area, stating that upon return of this 
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truck there would be a load of exempt commodities waiting for loading onto 
that truck. 

3. The operator of the truck leaves with the carrier a copy of the ICC logs 
maintained by the operator, for the inbound trip. 

4. The operator of the truck must show to the carrier a doctor’s certificate of 
his physical fitness as required by ICC and the carrier must record the name and 
address of the doctor and date of the certificate. 

5, The operator of the truck must show to the carrier a certificate of insurance 
indicating that the truck is covered by insurance against public liability an 
property damage, while it is not employed by a regulated carrier (this rule is for 
the protection of the public). 

6. The truck must be loaded with freight moving in the direction of the area 
from which it came on the inbound trip. 

7. The truck must be checked for safety of equipment by the carrier and be 
certified by him to be in good and safe operating condition. 

8. The carrier reports each such lease to the nearest ICC office of the district 
in which the lease was made. 

9. The lease form is in accordance with the form required by ICC, 

I believe that if the Commission will provide for emergency relief and incor 
porate these or similar provisions that it will serve to provide the fruit and 
vegetable growers and dealers with plenty of trucks during the marketing seasons 
and this should eliminate their demand that the proposed bill be made into law 

I also urge the committee to read my full statement before the Senate con 
mittee in 8.50. This appears on pages 784 to 790 inclusive. Also I suggest yon 
read the statements made in this same hearing by Sidney Alterman, Altermar 
Transfer Lines, Miami, Fla., starting on page 845; Nathan Greensteen, Green- 
steen Trucking Co., Pompano, Fla., starting on page 839. You will get a lessor 
in the marketing practices of fruit brokers and dealers and how the exempt 
carrier and gypsy are being harrassed by city and State officials, which by the 
way, adds to their cost of operation and another reason why gypsies can’t remain 
long in the trucking business. Also how the fruit brokers and dealers in Florida 
take advantage of those operators. After reading those statements, one wonders 
if those brokers and dealers are really interested in maintaining a strong systen 
of exempt truck operations so they may be able to secure trucks as they need 
them or are they interested only in the gain they make in using exempt carriers 
One wonders too, if the producer is really involved as the testimony shows that 
the producer is paid for his products before the products are shipped and prices 
paid are based upon supply and demand. 

Also, please read the statement on page 1241 of John J. Lane, of Associated 
Transport, Inc., the largest regulated motor carrier in the United States; als 
the statement of Ralph Nordan, a truckdriver, on page 1242, and Joseph Ricci, 
also a truckdriver, on page 1244. Mr. Nordan and Mr. Ricci tell the real truth 
about gypsy operations (there were gypsies, too) and how they usually go broke 
while violating all laws and ICC regulations and admit that gypsy operations 
are a blot on the record of truck transportation. 

Also, I refer you to the statement on pages 187 to 196 by Donald Morken, a 
Minneapolis attorney, who appeared on behalf of two small regulated dair 
freight forwarding companies. His statement gives you an insight as to what 
the gypsies are doing to the regulated carriers and how irresponsible the gyps) 
operations are. I would like to correct the statement on page 1195 in whicl 
Senator Bricker referred to me. He had my name mixed with Mr. Greenstein 
After reading all these statements, vou gentlemen will wonder why you are asked 
to legalize trip leasing and keep in business thousands of nonresponsible gypsies 

Thank you. 


STATEMENT OF P. M. GREENBERG BEFORE THE SURCOMMITTEE ON Domestic LAND 
AND WaATeR TRANSPORTATION OF THE SENATE INTERSTATE AND ForeIGN Com 
MERCE COMMITTEE PURSUANT TO RESOLUTION 50 


I am now appearing before this committee on behalf of the Illinois-Minnesota 
Motor Carriers’ Conference and my company only. I want it understood that I 
do not represent, nor am I speaking on behalf of the American Trucking Asso- 
ciations or any of its subdivisions. 

The Interstate Commerce Commission has before it at the present time, a case 
known as Ex Parte MC-43, which is an investigation for the purpose of establish- 
ing rules to govern truck vehicle leasing and interchange. 
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(he Ilinois-Minnesota Motor Carriers’ Conference made a presentation to the 
Commission in that case, which presentation is somewhat different than the 
nosition taken by the American Trucking Associations. The Interstate Com- 
rce Commission examiner made certain recommendations in his recommended 
eport and order and these recommendations are still pending for determination 
yy the Commission itself. One of these recommendations is that the Commission 
should provide a regulation whereby it will be necessary that no truck is leased 
for a period of less than 30 days, with the exception of in emergency cases and 
provisions are made in his recommendation for such cases. 

' It is our position that unless the law is amended so as to prohibit the leasing 
vehicles indiscriminately for one-way trips, that the chaotic conditions which 

w prevail will continue and even increase in its intensity. 

Referring to my previous statement in which I pointed out that a great many 
ew truckowners have started within the past few years to operate as exempt- 

mmodity carriers, I desire to point out that these carriers could not possibly 
exist if they were not able to lease their equipment to regulated carriers who are 

t affected by these exempt carriers, on a one-way trip from some point in the 
Kast to points in the South or West, thus enabling the exempt carriers to get back 

) the producing sections from which they originated. 

It is a known fact that these so-called gypsy operators are operating cross- 
uuntry and through many States and are depending on the regulated carriers 
1 order to enable them to move to the producing sections. 

At the convention of the Wisconsin Motor Carriers Association on September 

12, 1949, the following resolution was adopted and I quote: 

‘Whereas the members of the Wisconsin Motor Carriers Association, assembled 
t Lake Delevan in annual convention, are convinced that— 

‘1. The use of leased trucks in a one-way trip or a short-time lease is encour- 
ging many individuals to buy trucks and enter into the transportation business 
nd that many if not most o. such individuals are inexperienced, unfit, and 

irresponsible, and are, therefore, a burden upon the public, and that such indi- 

luals do not carry proper insurance to protect the public in the event of an 
iccident ; 

“29 The use of leased trucks for short term by operators is causing the owners 

many such trucks to overload their vehicles, violate the ICC safety and hours- 
f-service regulations, and violate many other State and Federal laws; 

“3. Trip leasing and short-time leasing is causing the owners of many such 
ehicles to haul freight for shippers under the guise of a lease from the shipper 
ind, in many cases, to transport for the shippers upon the oral statement that the 
ywwner has ICC rights; 

“4. Trip leasing or short-term leasing is causing the regulated motor carriers 
considerable embarrassment before State and Federal officials who are led to 
believe that many scheduled and regulated motor carriers are the cause of high- 
vay accidents, are violators of the size and weight laws, and other regulations; 
and 

“Whereas the regulated motor carriers are able to operate without leased 

ks those leased to and from each other, and that the traffic flow can and 
vould be equalized if the regulated motor carriers were permitted to haul cargo 

and traffic now being transported by individuals or the so-called gypsy operators ; 
that this traffic, much of which consists of exempt commodities and low-rated 
merchandise is attracted by leased operators, that many shippers search for 
ways and means of shipping their merchandise at lower rates and charges and 
using such leased operators, thereby causing a great diversion of traflic 
from the regulated motor carriers to gypsy operators: and 

“Whereas very few of the drivers of leased vehicles are properly trained and 
ire the cause of many of the accidents charged to the trucking industry and as 
i. result the industry as a whole is paying greater premiums for protection, and 

Vhereas Examiner H. V. Lawton has issued a recommended report in ICC 
Docket, Ex parte MC—43, Lease and Interchange of Vehicles by Motor Carriers, 
which in the opinion of the members of this association should be adopted by the 
ICC with minor revisions and modifications: Now, therefore, be it 

“Resolved, That the members of the association inform the executive com- 
mittee of the ATA and the leasing committee of the ATA that we are in favor 
of the examiner’s recommended report whereby it makes it mandatory that 
leases be prescribed for not less than round trips, and, except for minor revi- 
sions and modifications, we favor the adoption of the entire report by the Inter- 
state Commerce Commission and that we request the board of governors of 
the Common Carriers Conference to instruct its general manager and legal 
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staff to file briefs favoring said Examiner Lawton’s report with minor 
modifications.” 

I should like to discuss this resolution point by point and give this committee 
additional information. 

As regards the statement that many of the individuals are irresponsible and 
do not carry proper insurance to protect the public, I wish to state that the 
Illinois-Minnesota Motor Carriers’ Conference has in its possession records of 
statements made by drivers of such trucks that they do not have daily logs which 
are required to be filled out by the Interstate Commerce Commission. Some of 
them make statements that they are not required to fill out such logs because 
they are hauling “exempt commodities” and, of course, that is not correct. 

We also have records of many trucks owned by such individuals that they 
carry no insurance protection whatsoever. , 

As to the statements in paragraph No. 2 that the owners of such trucks over 
load their vehicles and violate the ICC safety and hours-of-service regulations 
and other State and Federal laws, we believe that that is a correct statement and 
I personally discussed the matter with judges and other State officials who |} 
indicated to me that the real violators of overloading trucks and the ones wi 
really overload with heavy overloaded weights, are the owner-operators, or the 
individually owned trucks. 

My company has had experience in the use of owner-operated equipment, as 
occasionally we too are forced to use them. In each such case the driver becomes 
our employee and he is given the same instructions as are our own drivers and 
he is supposed to check in at our relay station, which is at New Lisbon, Wis. 
approximately an 8-hour drive from Chicago 

The reason that they are supposed to check in at New Lisbon is for the purpose 
of making them take an 8-hour rest period. We have found, however, that, while 
some of them do check in, most of them do not and then when they arrive at 
our Minneapolis terminal they apparently have doctored up their logs so as to 
show that they did take an &-hour rest period. In such cases, we have reported 
those violations to the ICC. 

I am certain that our experience is not different than that experienced by all 
other regulated carriers who use the owner-operated trucks on a one-way trip 
The drivers of such trucks are, therefore, undoubtedly driving many more hours 
above the legal 10-hour limit prescribed by the ICC and that type of operatior 
becomes a hazard on the highways. 

As to the statement made in paragraph No. 3, our conference has records of a 
number of cases wherein shippers of nonexempt commodities used owner-oper- 
ated trucks who had no regulated authority. We notified the district director 
of the ICC in each and every instance. However, up to the present ti 
we know of no prosecution of those violations. That, we believe, is due to the 
fact that ICC does not have a staff large enough to police and enforce the present 
law. 

Several years ago the ICC through the district director at Minneapolis and 
members of our Illinois-Minnesota Motor Carriers’ Conference, filed a suit in 
Federal court in Minnesota, asking the court to issue an injunction against a 
firm known as the F. & F. Leasing Co., with headquarters at Minneapolis, Minn 
That company was leasing tractors and trailers to shippers on a one-way trip 
and then providing the drivers, who, ostensibly, became the employees of the 
shipper. The court issued an injunction and rendered a very lengthy and 
studious opinion in which it held that it was illegal for the shipper to lease 
tractors and trailers, with or without drivers, unless the shipper assumed com 
plete responsibility for the use of that equipment from the time it was placed 
at the shipper’s plant until it returned to the shipper’s plant. In other words 
the shipper could not legally lease such equipment, unless he leased it for 4 
complete round trip. 

Since that case has been disposed of and the F. & F. Leasing Co. went out of 
business, others have found new methods by which to get around the decision 
and they apparently make a lease for a complete round trip, but when the 
driver gets to the destination of the shipment he then leases his truck to a car- 
rier, o; handles an exempt commodity, and gets back to the origin point and 
the sublease, or handling, of an exempt commodity is done ostensibly on behalf 
of the original lessee. In other words, the lessee becomes the lessor, or oes 
into the business of hauling exempt commodities for hire on the return trip. We 
believe that these leases are a subterfuge and that, actually, the revenue derived 
for the return trip goes to the owner of the truck and that the original lessee 
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shipper actually only pays what is agreed upon beforehand for the transporta- 

of the shipper’s load to the original destination. 

Another result of the use of owner-operated equipment, and which is affecting 

e established regulated carriers to a great degree, is the fact that there are 
ertain regulated carriers who, just prior to the enactment of the Motor Carriers 
,ct, operated in a limited manner over irregular routes, hauling specific com- 

dities, or hauling truckloads only and, in some cases, they hauled general 

mumodities. For the most part, these carriers owned 1 or 2 trucks and, of course, 
made application with the ICC under the grandfather clause of the act and 
ater secured certificates or permits from the Commission. Since the end of the 
war, many of these carriers who were operating in a small way started to 
increase their operations by the use of owner-operated equipment and paying the 
wners of that equipment either on a percentage basis of the revenue derived, or 
, very low figure for a one-way trip or per mile and thus they were able to cut 
e rates of the established carrier. In some cases, those rate cuts were so 
that the established carriers could not meet those rates and continue to 
erate In the operation between Chicago and the Twin Cities, we have two 
carriers and they have undoubtedly grown and prospered through the use 
vner-operated equipment, although from what investigation we have been 
to make, we find that very few owner-operators remain in business ver) 
and that there is a continual change in the owners of the equipment. 

rhrough road checks and other investigations which our conference has made 
we have found that there is now operating between Chicago and the Twin Cities 
times as many unregulated trucks and trucks owned by owner-operators, as 
ks owned by the regulated carriers. You can, therefore, readily see how 
ossible it is for the ICC and its limited number of inspectors to check or 
late those trucks from the standpoint of safety and hours-of-service regula 

ns. They simply cannot catch up with them. 

\s to the statement in paragraph No. 4, it is very true that the regulated 

riers have had considerable embarrassment and have been the butt of a large 

mount of unfavorable publicity by newspapers and others because the State 
cials are not in position to discern whether the violator is a regulated carrier 

* not. 

4 large number of regulated carriers are today operating their business by 
the use of leased vehicles on a one-way trip and they contend that if they were 
forced to eliminate the use of these so-called extra or gypsy operators, that 
they could not continue operating on their scheduled runs or operations. They 

ntend the traffic is not always balanced and that in order to enable them to 

lance their operations, they must use leased equipment. It is my contention 
that that is a fallacy and that if the owner-operator can get from one point in 
the country and back again and haul some types of commodities, that the 
regulated carriers can do likewise and that the traffic could fiow while in con- 
trol and on the trucks of those regulated carriers. 

Iam, therefore, suggesting to this committee that there is a method through 
which all carriers can have extra equipment at their demand. 

I suggest that this committee recommend a new provision to the act wherein 
any person or firm could, upon application to the ICC and after approval by the 
ICC, establish a pool of either tractors or trailers, or both, for the express 
purpose of leasing that equipment to regulated carriers only. The ICC should 
be given the right to act upon and prescribe the proposed charges for the use of 
the equipment when leased to a regulated carrier. The amendment should 
provide that the Commission set up rules and regulations governing the leasing 
f such equipment and provide rules and regulations making it mandatory that 
such equipment be fully insured against any liability at all times. 

I believe that if the law is amended accordingly that many financial organiza- 

s, and even the manufacturers of equipment themselves, will undertake 
to create pools of equipment located at various points throughout the United 
States and lease that equipment to any regulated carrier, either with or without 
lrivers. The net result would be that the traffic which is now presently moving 
via gypsies would move via regulated carriers through the use of leased equip- 
ment from established pools regulated by the ICC. Thus, during the heavy 
movements from Florida the regulated carriers in Florida could secure the 
equipment that they need sent to Florida and then load it from there to points 
in the other sections of the country and from which points this equipment can 
then be leased to carriers who have traffic moving back toward the Bast or 
toward the South. 
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I do not desire to take up the time of the committee explaining all of 
possibilities and ramifications of my proposal to create pools of equipment 
I feel certain that anyone giving this matter a little thought will soon rea)iz, 
that it can be done. 

This is the first time that this matter has been brought to the attentio 
any organization and undoubtedly, it will be discussed by the American Truck 
Associations and its various subdivisions. 

I also make the following suggestion, that in order to protect the public of 
the United States against owners of trucks not carrying proper insuran« 
coverage that the law be amended to provide that no truck operating in inter 
state commerce, whether it be a privately owned truck operated by a privat 
carrier for the hauling of his own products, or a carrier for hire, shall operate 
on the highways of any of the several States without first providing each of 
the States in which that truck operates with a certificate of insuranc 
amounts as may be required by the ICC—that trucks operating in interstat 
commerce shall have painted on them, in letters of sufficient size, an insura 
certificate number issued by the ICC after the insurance policy certificat 
been provided to and approved by the ICC. 

The amendment should also authorize the State officials of the several States 
to arrest and prosecute any driver or owner of a truck not having on file with the 
State or ICC the proper insurance certificate. 

I believe that if such an amendment were enacted that it would go a long way 
toward the elimination of the abuses by the nonregulated carriers and the er 
barrassment that has been heaped upon the regulated carriers and it will pr 
tect the public to the extent that any person finding himself involved in a: 
accident with a truck will know that that truck is fully covered by insuranc 
and that he can collect from either the owner or the insurance company. It is 
a fact that a great many persons have had accidents with trucks and found 
themselves unable to collect for the damages occasioned to their person or t 
their vehicle, or both. 

We also urge your committee to recommend another amendment to the 
providing that when a noncarrier leases a vehicle to operate in interstate con 
merce, that he must lease it for a period of no less than 30 days and that the 
driver be under complete control and in his employ and that the lessee provide 
the ICC and the various States through which the truck is to be operated, 
with the proper insurance certificate as will be required by the ICC. This would 
have the effect of eliminating the present abuses as I have outlined and the 
abuses of the decision of the court in the F. & F. case, and yet where a shipper 
does actually have movements that he can control and handle in 2 leased truck 
for a period of 30 days or more, it will give him the opportunity of transporting 
his freight in leased equipment. However, it will eliminate the chiseling which 
is now taking place, whereby many shippers look around for someone to hau! their 
shipments on a moment’s notice and under the guise of a lease arrangement 

It is the duty of Congress to maintain and establish a well-regulated trans- 
portation industry and the established and regulated carriers should be pro- 
tected from the chiseling methods ; otherwise, they cannot maintain the necessary 
standards and service which Congress intended there be established when the 
Motor Carrier Act was enacted. In my opinion, the situation at the present 
time is worse than prior to the enactment of the Motor Carrier Act, when there 
were no regulations and anybody that owned a truck went anywhere he wanted 
to and hauled freight at any rate. 


ADDITIONAL STATEMENT OF P. M. GREENBERG, CuiIcaco, ILL., SURMITTED TO THE 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE OF THE HoOvSE OF REPRE- 
SENTATIVES ON H. R. 3203 rn OPPOSITION TO THE BILL 


I appeared before your committee on April 23, 1953, and attempted in the 
limited time accorded to me to briefly summarize the reasons for the opposition 
to this bill by the Illinois-Minnesota Motor Carriers’ Conference. 

Inasmuch as I was unable to complete my statement and add to it rebuttal and 
to answer some of the questions from the committee members that had up to 
that time been either unanswered or were not correctly answered, I am taking 
the liberty of submitting this additional statement and summary. 

I will start with the summation: 
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DO NOT PASS THE PROPOSED BILI 


Don't go over the heads of trusted, experienced ICC Commissioners, em- 
nioyees of Congress, and the Government. 

Have your committee staff study ICC records and report to you. 
Discuss the ICC regulations with ICC Commissioners and staff in executive 

ssiODS, 

{, Don’t believe the proponents who want this bill passed in a hurry—that 
regulations will hurt thousands of producers and the economy of this 
try. 

Don’t believe the opponents either. 

;. Take plenty of time to make a full investigation of all of the statements and 

legations. 

7. Let the ICC regulations be in effect for a year before taking any action on 

is bill. 

\. The Motor Carrier Act of 1935 was enacted in order to stabilize the truck 

nusportation industry and to promote safety on the highways. 

It was not intended by Congress to create an “exempt commodity carrier” 
for hire, not regulated by ICC. 

2, The exemption clause applied only to the producers own trucks. It was 
generally thus applied for about 5 years after enactment. 

8B. Gross violations of the law and ICC regulations (absolute disregard and 
disrespect of ICC by thousands of truck operators) started in 1940 and have 

creased in intensity to date. 

1. Gypsy truck operators hauling exempt commodities for dealers (very few for 
producers). 

2. Some operators hauling nonexempt commodities for shippers under guise of 
a round-trip lease are in positive violation of the act (these operators have no 
ICC authority). 

3. Dealers in exempt commodities (very few producers) hauling nonexempt 

mmodities on return haul—either for shippers or for regulated carriers. 

1. Private carriers (shippers) haul their nonexempt commodities and depend 

return haul from regulated carriers—under one-way trip lease. 

5. All are violating ICC safety regulations and State weight, license, and 
speed laws. 

6. Most such trucks carry little or no insurance to protect the general public 
ind are a hazard to the millions of auto and truck owners using the highways. 
I have in my possession many signed statements by owners of trucks, we have 
eased, indicating they carry no insurance. 

7. I have in my possession many signed statements (copies of lease agree- 
ments) wherein the driver indicates he didn’t keep ICC logs because he was 
auling exempt commodities. 

C. The producer and consumers get very little, if any, benefit out of the chis- 
eling of rates paid to gypsies. 

1. Marketing methods and sale to consumers prevent the passing on of any 
such benefits to either producer or consumer. 

LD. Both producer and consumer are paying higher freight charges on goods 
they consume, wear, and use due to the destructive rates on truckload shipments. 

1. Regulated carriers have been forced to raise rates on less-than-truckload 
shipments in order to maintain low rates on truckloads, due to competition of 
gypsy operators. 

Ek. ICC has made a careful investigation for 6 or 7 years between 1940 and 
1951 before they issued the new “leasing regulations.” 

1. To eliminate the same evils that existed prior to the Motor Carrier Act. 

2. To enable ICC to control its safety regulations through policing of regu- 
lated carriers only. Regulated carriers will have to police themselves. 

F. ICC officially is opposed to the bill. 

1. Commissioners Mahaffie and Knudson have expressed the views of the Com- 
mission, to this committee. 

G. There will be no shortage of trucks in any producing section. 

1, The rules are flexible, and ICC can grant relief and amend its rules. 

2. There will be just as many trucks for hauling exempt commodities as there 
ioOW are, 

3. Pools of trucks and trailers could be established, under ICC regulations, 
at could be moved to any section of the country needing additional trucks. 

H. There will be no drop in paying prices to the producers, 

rhere will be no increase in cost to the consumer. 
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1. The 30-day lease regulation will, within a year, result in reduced rates o, 
less-than-truckload shipments—thus reducing costs to the consumer on the 
nonexempt commodities he purchases. 

2. There will be no increase in hauling costs of farm products, due to the 
great amount of competition between motor carriers for truckloads. Also there 
are many strictly exempt commodity haulers who generally establish the rates 
on exempt commodities. 

I. Itinerant truck operators are being exploited by the regulated carriers, s 
pers of honexempt commodities and brokers and dealers in farm products 

1. They are operating at a loss 


2. They have to violate Federal and State laws in order to survive. 
SUPPLEMENTAI rO MY STATEMENT SUBMITTED ON APRIL 23, 1953 


On page 1, after the first paragraph, add 

“Tam a practical truck operator. I drove the first truck our company put 
service. I have driven many since and I get out on the highway to see what 
going on. I, therefore, speak from experience and from my close conta 
the motor-carrier industry, connecting lines, and competing Carriers. Si | 
I have been a member of the board of directors of the Central Motor Freig 
Association of Illinois. I have held office and every office in the Tllinois-Minn 
sota Motor Carriers’ Conference since 1935. I have been a member of ma 
committees of the American Trucking Association and motor-carrier tariff pul 
lishing bureaus and have been honored with membership on appeal committees 
of such tariff bureaus. I attend many meetings of all departments of our indus 
try, from top management to the claims, operations, and safety sections. |, 
therefore, believe and feel that I know much about the practices of truck oper 
tions and practical operations of trucks. 

“T also have had about 20 years’ experience in marketing of farm products 
from 1917 to 1940 I had charge of the marketing of dairy and farm products of 
the Werner Poultry Co. I have since kept in close touch with the marketing 
methods and know of the changes that have taken place. I do this to better 
enable me to keep in contact with shippers of those products. I have made a 
careful study of the whole transportation problem and thus I feel that my stat 
ment to your committee is based upon personal investigation and knowledge of 
the facts. It is not based upon personal gain or a selfish interest. My company 
has made continued progress since 1955 and we will continue to grow regardless 
of the outcome of this controversy for reasons indicated in my statement. As long 
as we are able to charge rates high enough to leave us a profit, we are bound to 
progress. However, it is the principle of the matter with which I am most 
cerned. We believe that the economy of this country can be best served 
eliminating practices that are now in effect.” 

Again on page 1, paragraph 4, the Illinois-Minnesota Motor Carriers C 
ence is an association of 24 common Carriers. 

“T desire to here state that in my latest poll of the position, on this bill, of the 
members of the conference I received replies from 11 who are opposed to this b 
and authorized me to expressly appear for them. Three of the members, namely 
Motor Cargo Co., Akron, Ohio, and Mueller Transportation Co. and United Ship 
ping Co., of Minneapolis, Minn. These three companies are in favor of the bill 
The other 10 had not replied up to the present date and thus the fact that they 
did not reply indicates they are opposed to this bill. I herewith attach a copy of 
my poll letter dated April 10, 1953, for the record (copy attached).” 

On page 2, after the second paragraph which begins with “Your committee and 
Congress” and ends with “the Congress” I desire to add: 

“Your committee is in the same position as the owner of a business, who dé 
pends on his employees to carry out his policies and to do so in the best way they 
know, then along comes a customer who complains to the owner that a certain 
employee is not satisfying him, that the employee is doing the wrong thing, that 
the boss should step in and stop it and change the procedure that the employee 
has been using. Would you immediately proceed to change the methods used by 
your employees without first finding out why the employee has done what he has? 
In actual practice you must admit that no employer will go over the head of 
trusted employees—even for the best of customers—and when he does he will 
first conclude that his employee was wrong and then proceed to get rid of him 
The ICC is your employee. I believe they know more about this matter than 
the bosses. Therefore, you should go slow. Investigate. Find out from the ICC 
records and by discussing the details with the lowest as well as the highest 
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r of the ICC staff. Don't let people who have a selfish interest stampede 
ito an action you may regret.” 


REBUTTAL AND ADDITIONAL INFORMATION 


Mr. Ellis, who appeared in favor of the bill, representing 21 large motor carriers 
asked why only a small portion of the trucking industry appeared in favor. 
committee will probably wonder as to why only a small portion of the 
stry appeared in opposition. This is the reason. The American Trucking 
ition did in 1948 and 1949, through it’s executive committee, decide to 
the 30-day minimum lease regulations proposed by ICC in 1947. I and 
thers took the opposite view but we could not make many of the executive 
itee members understand the problem because they were not affected 
psy operations. The American Trucking Association staff then carried out 
indate of the executive committee and carried the matter clear through 
e Court. However since the Supreme Court decision the executive 
has had a complete change of mind and because they undoubtedly now 
70 percent of the regulated carriers are opposed to gypsy operations, 
led not to take sides and thus the American Trucking Association is 
appearing at this hearing. The trucking associations of each of the States 
»in the same position and cannot speak, thus the carrier opponents of this bill 
re not here in large numbers because they have no organization to speak for them 
| for each individual carrier to appear would be burdensome to your committee ; 
ystly for the carriers; and most of them undoubtedly feel that their voice 
be only one in thousands. However, there happens to be in Chicago 
ral stiiall groups of competitive carriers, such as our group, who are banded 
together for the protection of their well-earned franchises and we are here. 
We know of no other such groups elsewhere so Mr. Earl Girard, general manager 
of the Chicago Suburban Motor Carriers Association and of the Chicago Mil- 
waukee Motor Carriers Conference, and I jointly wrote a letter, a copy of which 
I now hand the clerk, to every recognized trucking association of each State, 
affiliated with the American Trucking Association asking them to poll their 
members as to their position on this bill. It is of course too early to have any 
results of these polls and we ask leave of this committee to present the results 
of this poll to the committee, together with all the statements by each of the 
secretaries or managers of the associations at a later date. We believe that at 
least 70 percent of the regulated carriers are opposed to this bill. In 1949 our 
mference polled directly all common carriers listed in the American Trucking 
Association directory of common carriers and those in favor of the 30-day lease 
were 70 percent of the replies we received. 
Your committee has been led to believe that ICC has up to now had no control 
of nor has it regulated the exempt carrier. Very few exempt carriers also seem 
are or know that ever since the effective date of the Motor Carrier Act. 
er of exempt commodities has been under regulation of ICC to the extent 
if safety in operation and hours of service of the drivers and helpers. No one 
who knows about this questions the authority of ICC to do so but very few have 
complied. Thus you are asked to protect a part of the trucking industry who 
are without clean hands. Why don’t the users of exempt carriers come in with a 
plan whereby they will cooperate with the ICC in causing compliance of the 
safety and hours of service regulations rather than come here and ask you 
gentlemen to throw the whole matter wide open again so that the conditions which 
ICC seeks to correct will remain a black blot on the transportation history of 
» United States? 
We believe that very few growers or producers operate their own trucks, such 
as Congressman King does, and of those that do have trucks very few bother to 
ase their trucks back for the return haul. Most of them need the use of their 
trucks back as quickly as possible and by leasing out the truck the grower loses a 
day in loading it up and a day in making the delivery at destination. The 
rernmerarion is net worth as much to the crower as the use of his truck is to him 
The Motor Carrier Act was enacted to create a sound transportation system 
to protect the carriers from killing each other off and to protect the interests 
of the general public. It was not enacted only to protect the producer through 
the exemption clause. In fact, the producer and the farm organizations, the 
same people who are proponents of this bill, were opposed to the act and finally 
consented to passage of the act when the exemption clause was inserted. The 
iajority of opinion of the Congressmen in 1935 was that the act was necessary, 
even if the exemption clause had to be included, in order to pass it It was 
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not the farm organizations that promoted that bili and yet even though they 
opposed it, it passed. 

As a matter of fact these same people lived under the act for about 5 years 
without great use of exempt carriers. When the act first passed everyone be. 
lieved that the exemption applied only to those trucks owned by producers g, 
that they could haul their neighbors produce too. In 1940 the ICC and the 
trucking industry first became aware of the fact that many nonproducers were 
going into the trucking business to haul exempt commodities. Commisisoner 
Mahaffie in his statement to your committee states that the ICC began a study 
in 1940 of the practices of exempt as well as regulated carriers and it was 
suspended during the war and resumed after the war and that a list of tenta 
tive rules were offered to the industry in 19#47 for comment only. This proves 
my point that for approximately 5 years most of the farm organizations were 
content to abide by the original intent of Congress. During those 5 years they 
didn’t complain of all the things they have complained of at this hearing. Their 
produce moved into the regular channels of commerce and I dare say that they 
will always continue to move no matter what regulations. 

Our Congressman from Illinois on this committee, Mr. Springer, indicated by 
his questioning of witnesses that probably the safety checks of itinerant truck 
ers should be made by the States. In all my experience, I have never known of 
any time that the State Police of Dllinois, Wisconsin, or Minnesota has 
checked our trucks for anything but weights and lengths of the trucks and the 
lights. They have never checked our truck for brakes, wipers, horns, side mirrors 
for proper view, hose connections, or other safety requirements. The ICC has 
done so a few times. 

Do you think that the States have sufficient personnel with which to make 
such inspections? I believe not. Let me point out to the representatives of 
our great State of Illinois on this committee that the State officials of Illinois ar 
not able at the present time to prevent the itinerant owner of a truck who lives in 
and operates from his home base in Illinois from buying Indiana license plates and 
operating largely in Illinois because the license fees in Indiana are cheaper 
This is being done all over this country by such truckowners. However th 
States can and do find the regulated carriers headquartered in their State and 
the regulated carrier has to and does buy his plates in the State in which he 
lives or does his principal amount of business. No, you will never pin down and 
find the gypsy but through the proposed ICC regulation it won't be necessary for 
the ICC or the States to do so. The regulated carrier will, the minute he leases 
that truck for a 30-day minimum period becomes responsible for that truck and 
its safe operation and carry sufficient insurance for the protection of the pub- 
lic. The ICC don’t have to police the regulated carrier. He has an obligation 
to fulfill, and he can’t afford to continually violate the act or ICC rules. 

Let me point out that the States do not have hours-of-service rules that would 
apply to interstate operations. Hours-of-service takes an important part in 
preventing accidents. 

Mr. Ellis stated that if the ICC can impose the proposed regulation it may soon 
regulate how much we are to pay our employees and in effect interfere with 
the management prerogatives of the regulated carrier. Far be it from such 
Even now Congress has not given the ICC enough money with which to per- 
form what is expected of it—then how does he think the ICC is going to add 
any more personnel or make any more rules that will require additional per 
sonnel? Congress would not grant funds for ICC to do what Mr. Ellis said it 
might do. 

He stated his clients do not violate the law. I agree with him. I know his 
clients, and they are fine upstanding businessmen. They will not violate the law 
knowingly but gentlemen they are and I am too and so is every carrier using 
gypsies. violating the law unknowingly. 

I have already pointed out with what the regulated carriers have to contend 
when they lease an extra truck. Commissioner Mahaffie in his statement on 
page 3, he states “that during the last war leasing became widespread; that ar- 
rangements for leases were made over the phone and that such trucks were 
dispatched to make pickups without the carrier ever having seen the driver 
or the trnck.” Thus, the carrier didn’t know if the truck was safe, if the driver 
was blind in one eye or if he had the required rest under ICC safety regulations 
Let me tell you that our company once hired a driver in that manner who was 
blind in one eye. As luck would have it he ran into a woman at a streetcar 
intersection and caused her to become mentally deranged. 
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That cost our insurance company plenty. We were lucky to escape prosecution. 
Yes, we are all violating the safety regulations when we employ a truck for one 
trip. As a matter of fact the bigger the regulated carrier is the harder it is for 

im to control the gypsy and avoid violations and Mr. Ellis represents some big 
carriers. 

I agree with Mr. Ellis that his clients make no effort to cut rates nor exploit 
the gypsies but there are many hundreds of carriers, some are competitors to Mr. 
Ellis’ clients, that do exploit the owner-operator and have cut rates—thus causing 
his clients to likewise cut rates to meet them. 

From what I know about the operations of Mr. Bilis’ clients most of them 
lease extras in both directions almost daily. Thus they could easily live up to 
the 30-day rule by using the same leased trucks on a steady roundtrip basis rather 
than different trucks in each direction on the same days. 

Mr. Ellis feels that under the proposed regulation that if a carrier leased a 
truck for 30.days and business fell off he would have to pay for use of the truck 
even though it didn’t move. This is not the fact. At the present time and even 
ifter the regulation goes into effect we have to comply with our union-contract 
provisions. We cannot send out an extra driver who is considered as being at the 
bottom of the seniority list, until we are sure that every available driver on the 
seniority list will go out that day. Thusif business is slow, we can’t use an extra 
truck. There is nothing in the proposed regulation that would make it mandatory 
for the carrier to pay for the use of an extra truck while it is not being used. 
lhe owner of the truck will have to take the same chances—bucking the seniority 
hoard—as he does today. 

Finally, Mr. Ellis stated, that a truck leased for 30 days could not be used to 
haul exempt commodities. I disagree and point out that two Federal courts have 
held that a truck used in the transportation of nonexempt commodities may be 
used to haul exempt commodities if not mixed on the truck. The ICC has since 
not attempted to interfere with the operation of such trucks by regulated carriers, 
except as to safety. I say that we can hire a truck for 30 days or more and load 
it with nonexempt commodities in one direction and then let the owner of that 
truck go and haul a load of exempt commodities at any rate and from any point 
rover any route in the same way he now does provided, that the carrier, under 
whose exclusive control the truck then is, bills the shipment and collects for it 
and pays for its use, on a mileage or trip basis and not under a percentage of the 
revenue basis. 

We are doing this now. We have 2 brothers that operate 1 truck and haul eggs 
from Minnesota to Chicago and lease to us for return to Minnesota. At the 
present they collect for hauling the eggs from the shipper. Under the new regula- 
tion we will collect those charges. This is not a subterfuge to get around the 
regulation. It is perfectly legal as long as we control the operations of that 
truck as to safety, hours of service, and make it good to all the world against 
publie liability and property damage. 

Again as regards the suggestions that ICC makes very few inspections for 
safety, let me point out that every regulated carrier who doesn’t live up to the 
safety requirements puts himself and his insurance company in jeopardy. If 
after an accident it is found by State officials or ICC inspectors that the equip- 
ment was being operated without the necessary safety requirements or that the 
driver violated the hours of service regulation the complaintants in a court action 
for damages therefore have established a prima facie case of negligence. 

This alone causes the regulated carrier to comply with the rules on his own 
equipment or long-leased equipment. 

I desire to call attention to our representatives from Illinois that there is now 
i bill in the Illinois legislature that would compel a nonresident or interstate 
trucker who makes a pickup in Illinois to buy Illinois plates. 

I can just see how many itinerant truckers are going to buy such plates. The 
only ones that will have to comply are those regulated carriers with established 
places of business against whom the State officials can enforce such a law. The 
facts are that the biggest headache to the officials of the various States in the 
enforcement of their license laws and other regulations on trucks have been the 
itinerant truckers. 

I suggest that each of you gentlemen go back home and talk to your State 
enforcement officials. 

You have heard complaints yesterday that the growers of citrus fruits would 
not be able to move their commodities. Do you know that frozen citrus which is 
hot exempt is being moved by regulated carriers from Florida and other produc- 
ig States to the large consuming centers? I am told that most of the frozen 
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citrus foods move by truck. There seems to be no shortage of highly refrigerated 
trucks for that purpose. 

The trucks that are now on the highways of this country hauling farm prod. 
ucts will remain on the highways and continue to haul farm products. Some of 
the trucks might change ownership. Most of them will be operated with safety 
and by responsible people. They will not be junked or lie idle. That is not ty 
heritage of the American people. Nothing remains idle if it can operate. 

Congressman Kit Clardy of Michigan appeared in opposition to the bill, | 
am surprised and so are many others. He knows, of course, that his State has 
long ago legislated the gypsies out of business in Michigan. It is illegal to leas 
trucks for use in Michigan, intrastate and interstate, for one trip. The regulated 
carrier, leasing a truck there, must assume full control and responsibility and 
register it with the State. 

I neglected to inform you that during the investigations made by our confe: 
ence within the past 3 years we have found that there were more than twice as 
many itinerant trucks (those not owned or operated by regulated carriers) 0; 
the highways between Chicago and Minnesota-St. Paul as were those operated 
by regulated carriers. 

So far in this hearing there has been no representation for the millions of 
consumers who are affected by increased freight charges. Being a consumer my 
self I take the privilege of stating something on behalf of the consumer. Tix 
consumers buy the products of the farm and they also buy nonexempt commodi- 
ties. Undoubtedly their biggest purchases are nonexempt commodities or exempt 
commodities reaching the consumer in nonexempt form, having been processed 
The consumers are not organized to protest against the burden of higher costs 
due to higher freight rates, which as | pointed out has been caused by the 
great growth of itinerant truckers. Their stake in this matter before you gentle. 
men is much greater than the producers of or dealers in farm products. Those 
Congressmen representing urban areas surely must take into consideration th« 
effects of the proposed law on their constituents and those Representatives of 
farm areas must also consider the welfare of the consumer. The consumer is the 
customer of the producer and the producer must keep his customers satisfie 
and help him to have enough money left, after buying the many nonfood products 
he needs, with which to buy more farm products. The great drop in prices o: 
farm products lately is undoubtedly the result of consumers cutting out pur- 
chases of fancy and high-priced farm products. They had to cut down on 
something. 

Before concluding my statement, I want to impress your committee with the 
fact that through the creation of gypsy operations, which became the result of the 
“exempt commodities” clause in the act, many shippers have taken advantage 
of the situation thus causing inequalities between shippers. Surely the 
“exempt” clause was not intended to grant special privilege to shippers of non- 
exempt commodities. Thus we ask your committee not to protect the shipper of 
nonexempt commodities, who is getting around the Motor Carrier Act under 
various guises and through the instrument of the trip lease. No matter what 
your final decision is, as it affects carriers of exempt commodities, you must 
surely go along with the ICC regulations so that the law will not allow suc! 
shippers to continue to use the one-trip lease as a means of evading the payment 
of reasonable freight charges, the same as his competitor does. 

Also I urge you to study the matter of insurance. The Government should 
protect the interests of citizens of all States by requiring all owners of trucks 
who operate across State lines to file proof of sufficient public liability and prop 
erty-damage insurance coverage with ICC and each State in which the truck 
operates. Such a requirement will make it necessary for Congress to grant 
additional funds to ICC but the cost will be cheap compared to the good that will 
result. It would make it harder for a nonresponsible owner to put the truck 01 
the highway. It would allow thousands of injured citizens to collect damages, 
which they have not been able to do. 

It would promote safety because insurance companies require regular checking 
and proper maintenance of trucks. 

I should like to also point out that neither the producer nor consumer receive 
any benefit from the exploitation of gypsy-truck owners and the low rates paid 
by shippers of exempt commodities. 

Markets on farm produce, fruits and vegetables are established daily at such 
leading cities as Chicago, New York, Boston, and Philadelphia through auctiot 
at marketing exchanges. For example, in Chicago there is the Mercantil 





TRIP LEASING 201 


Exchange Where eggs, butter, onions, and other commodities are traded and prices 
established. There is also a daily fruit auction. The selling prices to dealers 
are established through offers and bids. Sales establish the market and all 
sales by the producer, broker, or dealer, anywhere in the country are based upon 
the markets established at the leading cities. These sales at the exchanges and 
fruit auctions are based upon rail carlot deliveries and not upon truck deliveries. 
In fact, in Chicago and other exchanges there is a penalty for delivery of 
products, by truck instead of by railroad. Thus the freight charges by rail- 
road are taken into consideration when the paying price is established. So when 
the producer sells his products he is paid the market price at destination less 
the railroad freight charges and middleman’s profits, etc. 

When the consumer buys the products, he pays the price established (which 
included rail-freight charges) plus the middleman’s profits, handling, etc. Thus, 
when a broker, dealer, or processor buys from a producer he doesn’t pass on to 
the producer any savings he might make in truck transportation. In fact, 
he seldom knows, at time of purchase if the produce will move out by truck or 
rail and he has to protect himself by figuring on the highest transportation cost. 

It has been testified to in the Senate subcommittee hearings in S. 50 and it’s 
a well-known fact that brokers and dealers in fruit and vegetables, especially 

Florida, have exploited the gypsy to the extent that many times they pay 
nothing for the transportation, if the truck is delayed and does not arrive to 
reach a certain market on a certain day or if the products are in any way affected 
by heat or cold or by the delay. 

Very few producers are guilty of such acts because they don’t ship direct or 
employ itinerant truckers. 

I suggest that the committee’s investigators make a study of the marketing 

actices from the producer to the Consumer to find out for itself that the above 
statements are true. 

\lse I ask you to consider Commissioner Mahaffie’s statement in which he 
quotes the Supreme Court on page 9 as follows: “The ICC Act of 1940 intended 
to expand the statutory jurisdiction of ICC and Congress in broad and sweep- 
ing terms committed its regulation to ICC.” 

Further on page 13 he quotes the Court that exemption in the 1935 act was not 
designed to allow exempt carriers to compete with regulated carriers. 

Let me also point out that the ICC rules are flexible and can be corrected to 
fit a particular situation. Also that the 30 lease regulation does not apply 
to exempt carriers for 6 months after the regulations go into effect. So why the 
hurry to pass this proposed bill. 

It have just received a copy of “Motor Carriers Investigation Report No. 3” 
issued by IOC. It describes an accident in which 10 persons were killed in a 
collision with a truck, leased by a regulated carrier. If the decision of Com- 
missioner Arpaia is upheld in court, it would mean that the regulated carrier 
could be held responsible for actions of the driver of the truck, even after the 
one-trip lease was terminated. This is another reason why this one-trip lease 
should be outlawed. 

Iam sending this report to Chairman Wolverton. 


ILLTNOIS-MINNESOTA Motor CAPRIERS’ CONFERENCE, INC., 
Chicago, Ill., April 10, 1953. 
Subject: Proposed House and Senate bills to legalize on trip leases, 
Mr. RoBert SHorT, 
President, Illinois-Minnesota Motor Carriers’ Conference, Inc., 
Care of Mueller Transportation Co., Minneapolis, Minn. 


DEAR Rorert: As you undoubtedly know this conference has been on record 
n ICC-MC 48 (the leasing regulations) as being in favor of the 30-day-minimum- 
ease regulation. The conference authorized me to appear before the Commission 
nd state our position. 

Earl Gerard, representing the Chicago-Milwaukee Carriers and the Chicago 
Suburban Carriers is going to appear at the House and Senate committee hear- 
gs and oppose the bills. I desire to represent our conference and also oppose 
these bills. The first hearing is set for April 21 at Washington. 

I will prepare a statement and as much evidence as I have (regarding vio- 
lations by gypsies and others of the hours of service and log regulations). My 
statement will be along the same line as that presented to ICC. Copies of my 

tement will be sent to each conference member. 
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I’m writing this letter and sending a copy to each member for the express 
purpose of securing authority from the conference member to appear on behalf 
of the conference. We do not have time to hold a meeting to pass resolutio; 

Thus, I am taking the liberty of polling the membership in the following 
manner. 

If any member believes the conference should not as a group, oppose these 
bills, he should write me at once. 

If more than one-third of the membership make such indications, then I shaj| 
appear only on behalf of the carriers who write in and favor our appearance 

If less than one-third of the membership are opposed to the conference appear- 
ance at the hearings, then I will appear on behalf of the conference and indi- 
cate to the House and Senate committees the names of those carriers, member 
of our conference, and that they have not authorized me to appear for them. 

I trust each member will write me at once. 

Very truly yours, 
ILLINOIS-MINNESOTA MOTOR CARRTERS’ CONFERENCE, INc., 
P. M. GREENBERG, Chairman, Legal Committee. 


The Cuarrman. The next witness will be Mr. Scott. 


STATEMENT OF WALTER R. SCOTT, EXECUTIVE VICE PRESIDENT, 
THE BOARD OF TRADE OF KANSAS CITY, MO. 


Mr. Scorr. My name is Walter R. Scott of Kansas City, Mo. Iam 
executive vice president of the Board of Trade of Kansas City, Mo, 
which is the governing body of the grain exchange of Kansas City- 
Missouri-Kansas. 

Mr. Chairman, I have prepared a statement and in the interest of 
saving the committee's time I request that the statement be incoi 
pore ated in the record as if read and permit me to summarize t! 


points orally. 

The Cuarman. Mr. Scott, your statement is not a long one. It 
covers 4 pages. I believe we have time to have you read the stats 
ment. I have also found when a witness summarizes a prepared 
statement it takes more time than it would to read the statement. 

Mr. Scorr. I heard your comment to another witness. I shall read 
it, then. 

My business experience has been largely in the field of transporta- 
tion, and I am also the transportation commissioner of the Kansas 
City Board of Trade. 

I make this statement for the Board of Trade of the city of Chicago, 
Peoria Board of Trade, Omaha Grain Exchange, The St. Joseph 
Grain Exchange, Merchants Exchange of St. Louis, Indianapolis 
Board of Trade, Inc., The Board of Trade of Kansas City, Mo., and 
the members of those organizations in opposition to the provisions 
of H. R. 3203 and urge the committee not to recommend this bill. 
While speaking directly for the grain market named in this matter. 
I can say also that my statement would be true for the grain trade 
in general. 

Our interest here primarily, of course, is in the effect of the bill’s 
provisions on the grain business, but principles are involved of far 
broader application. 

The business of marketing grain in this country, as the committee 
must know, is highly or ganized, based upon certain primary markets 
and based, too, upon transportation in railroad boxcars. However, 
over the last 15 years there has been a steady and now extensive en- 
croachment upon this marketing system by the transportation of 
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erain in motor vehicles, which is having an impact upon the ability 
of these central markets to reflect the true value of grain. The regu- 
lation of highway carriers has, therefore, become a matter of in- 
reasing concern to the grain trade. This proposed legislation, in 
our opinion, would be a backward step in the proper development of 
such regulation. 

“The transportation of grain by highways is in the hands of two 
lifferent types of operators; namely, itinerant merchants and carriers 
for hire. The itinerant dealers operating their own trucks are con- 
s private carriers and, therefore, exempt from regulation by 

e Motor Carrier Act. They buy grain in surplus areas, transport it 
to distant points to sel] it, there in turn buy other commodities and 
arry them for sale back in grain areas or elsewhere. I make no 
point here regarding such operations. 

There are also, operating particularly into large centers hke Kan 
sis City and other central markets, other truck operators who carry 
grain for hire, and these too are exempt from regulation as to their 
harges by section 203 (b) of the Motor Carrier Act. Unlike itin- 
erants who haul their grain to sources of other primary commodities, 

hese latter haulers when they arrive at a large market center have 
lifficulty in locating a commodity that they can purchase and find 
a ready market for at their place of origin. ‘These haulers turn to 
he subterfuge of trip leasing, under which after arrival at such a 
market, they lease their trucks to established carriers for a return 
haul of cargoes provided by such carriers. One result of such ar- 
rangements is to enlarge the field of operation of such haulers, and 
another is to encourage additional haulers to engage in the business 
hy reason of the assurance of return loading. In either case, greater 
diversion of grain traffic from the rails to the highways occurs. 

I am not here complaining of the exemption of haulers of agricul- 
tural commodities from regulation, but I do protest against an exten 
sion of this exemption beyond its true and obvious purpose to the 
point where it serves to break down the general plan of regulation. 

The exemption from regulation of the handlers of agricultural 
commodities is a discrimination in accord with the general policy 
of the Government to favor and promote the interest of agriculture. 
So far as the transportation of grain is concerned, however, it does 
but little to promote the interests ‘of the producers of that commodity. 

As I have said, the marketing of grain is based on the central 
primary markets. The prevailing prices on those markets determine 
the values of grain at country shipping points after the rail freight 
is deducted, and this is so whether the grain is shipped by rail or “by 
highway or sold to a neighboring farmer. The buyer of grain at 
country points bases his prices to ‘the farmer on the rail rate to his 
market because he has a certain, never failing outlet there. The 
trucker, on the other hand, comes and goes and may not be available 
when wanted. When one is available the sav ing in freight cannot then 
be passed back to the farmer. 

Kven if it were otherwise, the benefit to the farmer would be of 
doubtful value. The great bulk of grain must continue to be carried 
by rail and the farmer’ s price must be based on rail rates centered 
on the primary markets. Without that plan of marketing the farmer’s 
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market would be a local affair, instead of the worldwide market now 
available to him. 

The farmer is best served by reasonable rail rates. To the extent 
that the grain business is diverted in large measure to trucks he tends 
to lose the benefit of the broad market he now enjoys, and the loss 
of grain traffic to the trucks tends to make necessary higher rail rates 
for his produce and hence lower prices at his shipping point. 

As the benefits to the grain farmer are illusory the rights and 
interests of other elements of the public are clearly entitled to con- 
sideration. For the general good Congress has declared its policy 
to regulate the transportation of goods by highway. Anything, there- 
fore, that tends substantially to impair an effective regulation of that 
traffic should be viewed with suspicion. 

The effect upon such regulation of the practice of trip leasing and 
the evils which spring from it have been revealed in an exhaustive wa) 
by the report of the Interstate Commerce Commission on the subject 
which is now before the committee. The Commission has made a 
reasonable disposition of the matter, which has been reviewed by the 
Supreme Court and upheld by that body. It is now sought to legalize 
this practice, notwithstanding its condemnation by the C ommission. 

We respect fully urge that Congress support the carefully considered 
disposition of this matter by the Interstate Commerce Commission and 
that this bill be not enacted into law. 

Mr. Chairman, I would like to add simply that in the regulatio: 
of the transportation of grain by rail there is no exemption whatever. 
In other words, agricultural products are subjected to the same type 
of effective regulation that any other commodity is. So that empha- 
sizes the disparity of treatment between the transportation of grain by 
rail and the transportation by highway. Representing those who must 
depend in large measure on transportation of grain by rail, I must 
point out that that disparity not be widened by enactment of this 
legislation. 

Mr. O'Hara (presiding). Mr. Dolliver. 

Mr. Dotitver. This statement is of interest to me particularly be- 
cause I represent a district where there is a large amount of grain 
raised, and a great deal is marketed as cash grain, some going to the 
primary markets of Chicago and some to Kansas City and to other 
points in the Middle West. 

As I understand your statement, by far the greater proportion of 
cash grain that goes to the terminal markets is moved by rail. 

Mr. Scorr. That is correct. 

Mr. Dotiiver. That would be we ‘ll over 90 percent of all the grain 
that meves to terminal markets, that goes by rail. 

Mr. Scorr. Easily. 

Mr. Douirver. Let us say 95 percent. 

Mr. Scorr. Yes. 

Mr. Dottiver. Therefore, the truck operation in the movement of 
grain, say, from one of the counties in Lowa to the terminal market 
in Kansas City, Chicago, or Omaha does not in any sense represent 
a threat to the movement of grain by rail, does it? It is only a minor 
proportion of it? 

Mr. Scorr. Yes, but it is a continually growing proportion. 

Mr. Dotiiver. How much has it grown? 
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Mr. Scorr. You are confining your question also to terminal mar 
kets. As you well know, there is a very large movement of grain that 
does not reach the terminal markets. 

Mr. Dotiiver. Where does that go? 

Mr. Scorr. It goes everywhere. «rom Lowa there is a very extens- 
‘ve distribution of corn and other grain into Missouri, Kansas, Colo- 
rado, Oklahoma, Arkansas, and the Southwest. 

Mr. Dotuiver. For feeding purposes. 

Mr. ScoTr Yes, sir 

Mr. Donny er. We are talking about cash grain. 

Mr. Scorr. That is cash grain. 

Mr. Doruiver. You call that cash grain rather than feeding grain, 
is that right / 

Mr. Scorr. Surely. 

Mr. Dotuiver. What proportion of that grain moves by rail as com- 
pared to truck! 

Mr. Scorr. That is a generalization that is very hard to make, At 
the present time the grain that | have just described that moves from 
lowa to the South is moving almost entirely by truck. 

Mr. Dotiiver. Of course, that is an exempt movement under the 
statute, is it not? 

Mr. Scorr. Yes, it is exempt for two reasons. First, it is handled 
by itinerants. or as they have been called here, gypsies, because they 
are the owners of the grain that they transport, and they would be 
exempt anyway under the agricultural commodities exemption. 

Mr. Douiiver. As I understood your statement, you are not object- 
ing to the agricultural exemption / 

Mr. Scorr. I am not here making any point of it. 

Mr. Dotniver. To get back to the previous point, you consider that 
this trip leasing has had the effect of increasing the amount of grain 
that is moved by truck as against the amount that is moved by rail? 

Mr. Scorr. Yes, sir; I would say so. 

Mr. Dotiiver. To what extent / 

Mr. Scorr. Not to a large extent as vet for the reason that you have 
just yourself outlined, that the movement by truck into the central 
mi arke ‘ts has not become extensive, but it is gradually increasing, just 
like the other type of movement is gradually increasing. 

Mr. Dotuiver. Is it not true, actually, from the standpoint of dollars 
and cents that you cannot move grain by truck as cheaply as you can 
by rail per bushel? 

Mr. Scorr. I would say if all factors of cost were properly ap- 
praised, I do not see how you could expect to move grain in a vehicle 
that might hold as much as 10 tons as against a 3- or 4-thousand-ton 
freight train. It doesn’t make sense to me. 

Mr. Doturver. Precisely. That is the reason that the truckers ever 
taking the grain trade from the railroads is utterly fantastic, is it not? 

Mr. Scorr. It would seem so, but that is what they are doing all 
over the United States. 

Mr. Dotuiver. You said yourself it was only 5 percent at the maxi- 
mum that they were moving. 

Mr. Scorr. T do not know what you would consider 5 percent —_ 
amount to. This country ships over 600,000 carloads of grain a yea 
5 pereent begins to amount to important terms. 
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Mr. Do.iiver. It is large, you think, bushelwise, but not large 
percentagewise. Is that what you are trying to say ¢ 

Mr. Scorr. That is right. When we talked about the 5 percent 
we confined it to the terminal-market movement. I have alread, 
pointed out that I think a far greater percent than that would app) y 
to the cross-country movement that does not get into the termina 
at all. 

Mr. Dotuiver. I can only speak from my own observation in my 
section of the country. The normal movement of cash grain, the 
farmer's soybeans, corn, oats, or beans, are hauled into the elevator j; 
town and from there the grain all practically moves by rail, whethe: 
it goes to the Southwest for feeding purposes, or whether it goes to 4 
terminal market. 

Mr. Scorr. I think you are mistaken. I agree that the farmers 
move the grain into the local elevator. But if you look into the situ 
ation there | am sure you will find a movement, that will astonish you, 
by truck out of those elevators. 

Mr. Doutiver. Mow much!’ What is the proportion ¢ 

Mr. Scorr. I have said your important m overanl to the South is 
all practically in the hands of truckers now. 

Mr. Douiiver. You say 95 percent of that movement is? 

Mr. Scorr. Yes; I will say 95 percent. 

Mr. Douurver. Do you have any accurate statistics to back up that 
statement ¢ 

Mr. Scorr. No, sir. Nobody can get figures from an itinerant that 
roams around the country. 

Mr. Douiiver. You can get it from the elevators certainly. They 
would know how much goes out of their local elevator by truck as 
opposed to rail. Are there some statistics on that or do you know! 

Mr. Scorr. There are no statistics, but there are over 1,000 elevators 
in your State. 

Mr. Do.utver. Yes, that is true; but it is not impossible to get 
figures for people who are interested in this trade. 

Mr. Scorr. I suppose it can be done, but I do not know of anybody) 
that has done it. 

Mr. Dotttver. You do not know of anybody that has done it? 

Mr. Scorr. No, sir. 

Mr. Douiiver. Thank you, Mr. Chairman. That is all. 

The Cuarrman. Any questions, gentlemen ¢ 

Mr. Harris. May I ask this one question ¢ 

The Cuarrman. Mr. Harris. 

Mr. Harris. As I understand, you put your statement here on the 
basis that since the Motor Carrier Act has an exemption provision with 
reference to agricultural products, there is discrimination between the 
same type of haul in the tre unsportation by railroads? 

Mr. Scorr. There is a discrimination. There is a discrimination on 
two counts. First that the rail act does not provide an exemption for 
haulers of agricultural commodities. Second, that rail rates must be 
published and posted and adhered to, whereas the haulers by highway 
make any rates they want. 

Mr. Harris. That is simply because they are exempted ? 

Mr. Scorr. Yes, sir. 

Mr. Harris. If they were not exempted. then, of course, that would 
take care of that form of discrimination ¢ 





TRIP LEASING 207 


Mr. Scorr. Yes, sir. 

Mr. Harris. Now, you say to meet that problem it would be neces- 
sary to repeal the exemption provision in the Motor Carrier Act 
relating to agricultural commodities ? 

Mr. Scorr. I did not Say that, but in a proper place I would say it. 
As far as what I am saying here is concerned, I am asking not to widen 
out the disparity which now exists. 

Mr. Harris. What do you think about extending the same exemption 
to railroads ¢ 

Mr. Scorr. I think it would be proper to put them all on the same 
basis 

Mr. Harris. Do you favor that ? 

Mr. Scorr. Yes. I have some rates now I would like to work out 
with the railroads on that kind of basis to get into Mr. Dolliver’s corn 
and oats. 

Mr. Harris. Iam sure you have a lot of sympathy to that procedure. 

Mr. Scorr. I do not think you are going to do that. You have the 
rails tied tight to a very strict system of regulation. On the other 
hand, the competing highway carrier, as far as grain is concerned, 
has practically no regulation. So I am just asking you not to make 
t any worse than it is now. 

Mr. Harris. Of course, we might run into this problem of backhaul 
movement. 

Mr. Scorr. That is part of it, of course. 

Mr. Harris. That is all, Mr. Chairman. 

Mr. Scorr. That is what I mean by not extending the disparity. 

Mr. O’Hara. Mr. Chairman. 

The Cuarrman. Mr. O’Hara. 

fr. O'Hara. Mr. Scott, Mr. Dolliver has addressed himself to a 
situation which pertains to his State. I come from the State of Min- 
nesota, about 50 miles from the great grain center of Minneapolis. 
We have had some problems I would like to call to your attention, too, 
and that is this constant recurring boxcar shortage proposition which 
we have when we have movement of soft corn, movement of heavy 
grain crops, situations of where they are laying on the ground when we 
cannot get boxcars. At times I found the grain trade in Minneapolis 
very interested in getting any form of transportation they could, as 
have the producers and owners of that, including the small elevators 
that have grain running out their back doors, front doors, and every 
place else. What are you going to do about that problem? Are you 
going to prevent the hauling of that grain to get it to market ? 

Mr. Scorr. No. You could not prevent that if you wanted to. I 
am not saying anything about that. I worry about boxcars as much 
as you do. But boxcars are one thing, and this freight-rate matter is 
something else again. 

Mr. O’Hara. Do you not think some of the shortage has been caused 
by the fact that the railroads have not produced enough boxcars and 
has precipitated this grain hauling by trucks? 

Mr. Scorr. I do not think there is any doubt about that. I know 
in my own territory when cars get tight, the country elevators have 
to resort to trucks. I am not objecting to that. But I say the trans- 
portation charges ought to be governed by the same rules for both 
kinds of agencies. 





208 TRIP LEASING 


Mr. O'Hara. We were dealing with a practical problem here, M) 
Scott, which causes me a lot of concern because we raise a lot of corn. 
a lot of soybeans, a lot of small grains in our part of the country, 
Just from my own practical observation, I do not know what we vw ould 
do without some of this truck hauling. I recognize we have to have 
the railroads, but if the railroads do not provide the service to our 
economy and our people then something else is going to be developed 
to meet that. Isthat not true, Mr. Scott 4 

Mr. Scorr. That is true, of course. 

Mr. O'Hara. That is all, Mr. Chairman. 

The Cuairrman. Are there any other questions. 

Mr. Scorr. May I say that I have labored over this boxcar question 
in my territory as much as anybody, and we have been met by the 
statement time and time again that the railroads cannot get steel! 
enough to build the boxears they need. I think there would be the 
greatest place to help that cause along, to see that steel was forth- 
coming. 

Mr. O'Hara. Could I answer that by saying that there were a lot 
of times when steel was not controlled that they did not build enough 
boxears. I grant you they were handicapped during the war period, 
I think, unduly in the allocation of steel for boxcar construction. | 
am not going to excuse them just on that basis. 

Mr. Scorr. I get mad at them. too. but I do not think that comes 
into the question of our rates. 

Mr. Priest. Mr. Chairman. 

The Cuatrrman. Mr. Priest. 

Mr. Priest. I have only one question. Is the grain that is shipped 
by truck largely shipped in bags or is it shipped loose ¢ 

Mr. Scorr. It is shipped loose, practically none at all in bags. 

Mr. Prresr. That is all, Mr. Chairman. 

The CuHatrman. Thank you nes much, Mr. Scott. 

Mr. Scorr. Thank you. 

The CHatmman. Now, Mr. H. W. Speyer. How much time did 
you want and for whom do you speak ? 

Mr. Speyer. I think I will speak for about 15,000 small carriers 
who are not represented here at all officially 

The Cuatrman. Who do you represent? Are you here as the rep 
resentative of an organization, or are you just speaking on your own 

Mr. Srrrer. I am speaking on my own, but I think my case is very 
typical of the problems of about 15,000 small carriers who use about 
10 to 15 trucks a day. 

The CuarrmMan,. On what basis can this committee assume that you 
speak for 15,000 people whom you do not represent ? 

Mr. Srerer. I have not been nominated to represent them. That is 
the trouble. The small carriers have not got the time or the means 
as a rule to come down here. I finally made up my mind that I would 
come down here as a last straw, and see if I could show the case to the 
committee. 

The Cuatrman. How much time will you take? 

Mr. Speyer. I think I can take it in about 12 minutes to give you the 
basis for it. 

The Cuarrman. We will give you 12 minutes. 

Mr. Speyer. Thank you very much. 

The Cuatrman. I wish I could give you more. 
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STATEMENT OF H. W. SPEYER, PRESIDENT AND GENERAL MAN- 
AGER, AAA TRANSPORTATION, INC., INDIANAPOLIS, IND. 


-_ Spryer. My name is H. W. Speyer, S-p-e-y-e-r. I am the pres 

nt of AAA Transportation, a smi emanmienale arrier, hauling mostly 

ooline and asphalt in the area of Ohio, Indiana, Illinois, St. Louis, 
and Louisville, Ky. 

fhe CuairmMan. Your paper has a very ap pe: aling title, A True 
Safety Measure or a Trojan Horse Loaded ‘With Troubles? 

Mr. Spreyver. That is true. That is exactly what it is. 

Phe CHamman. All right. 

Mr. Speyer. Hearings in MC-43, vehicle leasing and interchange, 
were called by the Interstate Commerce Commission with the idea 
to obtain information upon which to base rules and regulations, 
which would tend to improve and standardize the leasing and inter- 

hange practices of interstate motor carriers. 

Primarily this was, of course, a trucking problem and a safety 

roblem, and this gave a headline to the record, which looked “so very 
se rr” and there we extremely “promising” to elements, who either 
had an ax to grind or who saw great opportunities opening up to enter 
the trucking business, in a most respectable manner through a back- 
door not controlled by laws of Congress nor by rules of the ICC. 
Here was the loophole they needed, and they began to make their 
record. 

For this reason this case has many other aspects, indeed, including 
come, Which cannot possibly be divided from the visible records. 

There appeared, of course (a) the railroads, who w a to force the 
osts of trucking upward by any means, fair or foul, in order to destroy 

ny inherent advantage the public might derive noes that form of 
tr nsportation. At the same time they very thoughtfully saw to it, 
that they themselves would be exempt from any such regulations, when- 
ever they want to go trucking on their own account. The ICC, very 
bligingly, exempted them as they requested. 

(6) There appeared also certain groups of truckers mostly those 
who having loaded themselves down with high- pr iced equipment and 
vr ecting to be unable to keep it busy at profitable rates in case of any 
business recession, wish now to force employment of these units and/or 
ead down their potential competitors also with a lot of only partially 
employable equipment. Other truckers hope to create conditions, 
whereby smaller carriers with one-way hauling rights will be forced 
to sell their operating rights to them at bargain prices. 

(c) There appeared the labor unions, who had found that the 
elf-employed owner-operator is not as pliable and docile a tool for 
their purposes as he would be, if he were reduced to the status of the 
proletarian who has nothing to sell but his labor, and who see in MC 
43 a grand opportunity to wipe out thousands of small individual free 
enterprisers, and reduce them to the status of drivers and helpers who 
must lean and depend upon the unions and who must pay a union fee 
for the right to ork A few large leasing corporations are easier to 
force to terms, they hope. 

(d) But behind them all, not too clearly definable as yet, are the 
elements who made the waterfront so famous, and who now wish to 
enter and control the trucking business by the back door. They are the 
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elements who wish to extend their amphibian empire from the water- 
front to the great highway system of this country, with its oppor- 
tunities for shakedowns of all the motor carriers on a bigger and better 
scale, than was ever possible with the ship operators by entering and 
controlling the truck-leasing ¢ omps unies. The rules of MC-43 fit their 
needs for a —— to per fection. They cleverly anticipated when they 
heard of MC-43 that here, at least, was the loophole, by which they cai 
enter a respectable business under most favorable and respectable cir. 
cumstances and auspices. MC-43 could be used to push most lawfully 
some 40,000 small individual operators off the road, making no strong- 
arm tactics on their part necessary, leaving that vacuum, “which they 
expect to fill. Then they could use this monopolistic position, supr: 
ICC to run a show bigger and better than any the waterfront has ever 
seen. 

They also did figure quite correctly that once they push MC+43 w it] 
its many desirable and necessary features through ICC, fellow-travel- 
ing in the respectable company of the railroads and unions, et cetera, 
they could de »pend on it that the United States Supreme Court, follow- 
ing years of precedent, would not stop, look, nor listen too much to 
examine the finer details and would not upset this 1CC-chauffered 
applecart, on which they had managed as thoughtfully to place a few 
articles in form of proper exemptions for leasing operations which 
were so dear to their heart. 

It is somewhat frightening for someone who wishes to have our dem- 
ocratic institutions endure by having them operate as they are in 
tended to operate to see how, by means of well-managed publi 
hearings, small but financially well-heeled groups can now direct 
national policies if they only coat their arguments with sweet words 
about safety and can safely drive tens of thousands of honest and 
hard-working citizens whose main fault is that they are not organized, 
out of business; and only, perhaps years later, some Kefauver will 
finally tear the curtain of legalistic niceties rudely aside and show the 
works behind the legal curtain as we see them at least in the New 
York waterfront scandals, a racket, which had its real legal beginning 
when the United States Supreme Court dismissed the racketeering 
charges on which Mr. Dewey had obtained convictions against these 
characters. 

Let us now assume for a moment that MC—43 would go into effect, 
as it stands today. Many of the provisions of MC-43 are good and 
practical, indeed, long overdue, but there are some provisions which 
are literally frought w rith chaos and trouble. 

These provisions are: 

(a) The 30-day minimum lease period. 

(5) The provision, that compensation for the owner-operator must 
not be on a percentage basis, that is to say it cannot be a fixed per- 
centage of the income of the carrier for any particular load. 

(c) That leading companies are not subject to the 30-day provisions, 
et cetera. 

In many times of hauling there occur sudden fluctuations in tonnage, 
due to certain conditions, such as special production schedules, special! 
sales, et cetera, even windstorms, which may suddenly damage thou- 
sands of reefs, and so there must be flexibility, a feature which the 
Commission itself has recognized as one of the inherent advantages 
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of motor carrier transportation, and which the act orders the Com- 
mission i preserve, not to destroy. There may be dozens of trucks 
needed 1 in addition to the regular supply of trucks, for a day or a few 
days in certain directions, and then the movement may cease, as sud- 
denly as it started. 

How can a responsible carrier enter into 30-day leases for equip- 

ent for such occasions? If the movement only runs for 3 or even 10 

s, What will he do with the equipment for the remainder of the 
month? Nobody will believe that such equipment can be kept idle, if 
there is need for it at some other point with some other carrier. And 

f it is used, who will then be responsible for its movement? Is the 
carrier to hire a private police force to keep it idle? How can he pay 
- idle equipment? How would any carrier know, when he enters 
vith an individual or even a company into a lease for 30 days, that the 
equipment he wishes to lease is not already under a valid lease to some- 
oneelse? Is he to record such a lease in the courthouse, and how can 
he search the courthouses for such a lease? It may be closed over the 
weekend. And, if he would obtain a certificate from the person leas- 
ing the unit to him, saying it was not under lease to anyone, when 
actually it is, which would prevail in court in case of an accident : The 
ertificate or the lease? And if the lease prevails, what will be the 
position of the insurance company! And if the insurance company 
denies liability, how will the carrier or the public collect? How many 
lawsuits will it take to establish a final decision in such a case? These 
are only a few hints of the chaos, which would result from the 30-day 
minimum lease provisions. 

Instead of improving and clarifying the present situation, the 
present confusion would be c¢ ompounded, indeed. 

Now a few words regarding the provision that the owner-operator 

nust not be paid on a percentage basis. 

Using steadily about 5 units, and occasionally as many as 12 units 
per day, this carrier did in 1952 a business of about $115,000. The 
profit before taxes, et cetera, was about $3,300 or less than 3 percent. 
This carrier paid most of his owner-operators 80 percent; to some who 
had return loads, 75 percent. The average revenue per load was close 
to $65, making the net return almost $2 per load. It shows that the 
division of approximately 80-20 was a fair division, leaving the car- 
rier a small, but definite margin of profit. That the 75- to 80-percent 
margin paid to the owner-operator 1s a practical and a reasonable one 
may be concluded from the fact, that some of his owner-operators 
have been working for this carrier for several years and one of them 
off and on for almost 20 years, and steadily for the last 7 years; also 
that most carriers who employ owner-operators follow a basically 
similar pattern. 

Now the Commission in MC-43 says you must not use this per- 
centage way of settlement. When you ask the representative of the 
Commission for a formula to use, they shrug their shoulders and say, 
“That is up to you to figure out, just don’t use a percentage basis.’ 
Let us assume now that one could work out a mileage formula, a ton- 
mile formula. It is clear that if the owner-operator would receive 
anything less than what he used to get under the percentage plan, he 
would be dissatisfied and would probably not be able to operate very 
long; in any event, he would feel cheated. Ifthe carrier paid perhaps 
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unwittingly under the ton-mile plan more than 80 percent, it is clear 
that he would not last very long because an error of less than 3 percent 
would soon put him out of business. And if he found a formula 
which would ap proximate a old margin of profit, and which would 
leave him again with his customary margin of about 3 percent, 

he would place » meelf into the precarious position, of probably bel ing 
accused sooner or later of having obviously entered into a conspir: cy 
with the owner- ope rator to pay him on a concealed-percentage basis 
anyway, in violation of the rules of the ICC and the dignity of 1 
Same of the United States of America, and with the majority of the 
United States ju dges unwilling to stop, look, or listen to common- 
sense, whenever the ICC enters the case, a conviction would be prac- 

“ally a forego) le Cone lusion. 

To any thoughtful American it might be somewhat disconcerting 
to find that a man’s business, livelihood, and existence may thus de- 
pend upon whether or not some official of the ICC wishes to consider 
the approximation of the payment to what practice over the last Zo 
years showed to be the only practical way of paying, to be lawful o1 
unlawful in any given case. 

Could it not ju st happen to be that in the case of friends this 
method of ap proxi mation would be found quite proper, but in 
case of someone whom the party would not like or whom some com- 
petitors wish to have liquidated, this approximation would become 
the basis for a Séuleinal information and prosecution. Truly this 
little provision owner-operators must not be paid on a percentage 
basis contains so much room for arbitrary decisions that it might 
quite easily become one of the major scandals of any administration. 

And, after all, there is no need for the ICC to use such roundabout 
methods of brining law and order and safety into the owner-operator 
situation. 

All the ICC needs to do is to apply the laws already passed by Con- 
gress and follow out the United States Supreme Court decision 
handed down in a tax case, the Greyvan case. 

In this Greyvan case, a Tax Court case in which therefore the 
Supreme Court did obviously not have the advice of ICC and there 
fore had to do its own thinking, the United States Supreme Court 
decided that owner-operators can be independent contractors 
Several other cases, Midwest Haulers, Hankison, Toledo, Ohio, in 
the Cincinnati appellate court and in the Ohio Supreme Court were 
decided much the same way. 

Now the Federal Motor Carrier Acts state that— 

Any person * * * commerce shall apply for a certificate or permit to the 
Interstate Commerce Commission * * *, 

Thus the entire issue becomes clear and simple: The United States 
Supreme Court decided that the owner-operator is an independent 
contractor, therefore he is “a person hauling for hire in interstate 
commerce over the highways,” and therefore he would seem to be 
entitled to a certificate or permit under the provisions of the law, as 
written by Congress. 

Since these independent contractors a called owner-operators 
are not dealing with the general public, but restrict themselves and 
have always done so since the middle twenties to contracts with other 
authorized carriers, it would seem clear that they are entitled to and 
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should receive a permit, a contract-carrier authority, to continue 
their activities as limited contract carriers, as theretofore, but regu- 
lated by the ICC. Which would make them automatically subject 
to the proper insurance and safety provisions, et cetera, and thus 
the very things would be properly accomplished, which the ICC 
wishes to accomplish by some left-handed methods. 

The precedent for setting up a new classification with restrictions 
of the carrier to haul only for certain specified groups is ¢ ‘learly con- 
tained in the Keystone case, which is an early ICC and United States 
Supreme Court decision. 

rhe scope of the permit would be easily definable: “Hauling only 
for other authorized carriers, not shippers in a territory.” 

The territory to be the one in which the operator did custom: irily 
operate and in the States, in which he places insurance on file, in line 
with ICC P. L. and P. D. requiren 1ents. 

The Interstate Commerce Commission has had for years the moral 
obligation to more decisively control these owner-operators to elimi- 
nate in the interest of the general public the type of borderline p. 1. 
and p. d. cases, which occasionally originated during the periods be- 
tween the acts, that is the time during which the owner-o yperator is not 
employed any more or not yet by an authorized carrier, who has 
proper insurance on file with the ICC, with the result that the insur- 
ance companies of the authorized carriers were able in many cases to 
deny liability, leaving the public to hold the bag. 

See also the case of -J. Costello v. Smith, et cete rd, & Case decided by 
Judge Learned Hand in January 1950 (7 Fed. C. C. 80582). 

Were these owner-operators franchised as limited-contract carriers, 
as the law provides, they would have to keep a public-liability and 
property-damage insurance policy certificate on file with the ICC at 
least covering their deadheading interim, not loaded movements, while 
they are nonattached to other authorized carriers, and this would auto- 
matically and properly solve 99.44 percent of all the safety and public- 
protection angles with which the ICC has a legitimate function and 
an obligation to concern itself. It would still leave these owner- 
operators the possibility to haul their own merchandise, such as 
fruits, fish, vegetables, et cetera, as heretofore. No more borderline 
cases not covered by anybody’s insurance — ies could possibly de- 
velop, while under the proposed form of MC-43 this particular situ- 
ation will certainly become more confused than ever. 

I wish to add one thing at this point that is not in my statement. I 
um willing to submit it later in printed form, if you want it. 

The carrier law also prov ides that such carrier should put minimum 
rates on file with the Commission. There would be the opportunity 
to cut out any chiseling by authorized carriers of these so-called gypsy 
operators whom they abuse in many cases, and set up either a per- 
centage basis or a rule of “not-less-than-so-much-per-mile,” and that 
can be done for any type of equipment. 

Mr. Spryer. When thousands of people stand to lose their property 
and livelihood, people who due to a technically correct procedure of 
the law were never even made respondents in this case, which so seri- 
ously affects them, then it is probably time that someone should point 
that an intelligent and sincere application of an earlier decision of 
the United States Supreme Court and the laws of the land, regardless 
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of a little more administrative expense, will resolve the entire matte; 
in a far more equitable and efficient manner than the tongue-in-cheek 
provisions of MC-—43, which every official connected with the ICC, and 
every attorney consulted, already interprets in a different w ay. 

After all, the matter of a little more administrative expense in the 
ICC cannot possibly be a proper reason to deny substantial justice 

‘o these tens of thousands of hard-working Americans, many of whon 

are veterans, and to drive these people economically against the w: all, 
where they have little other choice than to sell or lease their equip 
ment at almost any price to some private carrier, and thus become. 
quite against their better will and judgment, cutthroat competitors 
for every regulated motor and rail carrier, beyond the reach of an 
regulations, 

This seems to be an angie, the ICC and most carriers have nev 
even considered, although one less than truckload carrier, who would 
not be much affected by the loss of truckload lot shipments to the 
industry stated that he hopes to pick up quite a bit of equipment at 
real bargain prices, as soon as MC-43 goes into effect. 

While the United States Supreme Court claims to be ill-equipped 
to fathom and adjudge such loaded Trojan horses as MC-43 as to 
their true nature, economic corrections and/or potential danger, there 
is no reason why Congress cannot take its time and completely inves 
tigate the issue, and particularly the forces interested in this case, and 
prescribe the proper solution, one which will make intelligent and 
complete use of the already passed laws and Supreme Court decisions 

MC-43 in its present form can only result in chaos and the destru 
tion of many authorized carriers, while at the same time it would 
foster a new cancer in our economic life, the almost unlimited multi- 
plication of the already far too considerable number of entirely 
unregulated and uninsured trucks on our overburdened highways, 
most of whom would have to deadhead 50 percent of the time. 

MC-43 needs a most thorough review by Congress. If it gets 
that, it will unquestionably become one of the most beneficial meas 
ures for the motor-carrier industry and will also afford some real 
protection for the general public. 

It might be less of a grand opportunity for our racketeers and thei 
short-sighted friends, who hope to benefit on the short run, father 
than consider the long-range view. 

In any case, let us e examine this Trojan horse most carefully before 
we turn it loose in our midst. Let us at least enact H. 3203 

I thank you. 

The Cuarrman. You have made a very interesting and thought 
provoking statement, Mr. Speyer. 

Mr. Speyer. I thank you. 

The Cuamman, We thank you for your contribution. 

Are there any questions? Mr. Heselton? 

Mr. Hesevron. I would like to clear up one point here. You iden- 
tified the union and railroads, but this other shadow character you 
refer to is not too definite. You made reference to the waterfront 
situation. I do not understand that. 

Mr. Srrrer. Yes, sir. Of course, I wish to say this, I greatly wel- 
come any question and particularly those which have to do with the 
technical end, but on this it is as yet my own opinion, and my own 
observations. I cannot bring you the proof of this. Of course, from 
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what I hear by the grapevine, if I had the means of Congress, I do 
not think I would have any great. difficulties to establish ‘that there 
are people behind it who very definitely will set up a little empire 
on the highways, as they did on the waterfronts. But as I said, that is 
my personal statement. 

However, I wish to remind you that in 1937 and 1938, every truck- 
driver knew already what was going on in New York, because the 
goon squads down there collected from him $8.40. That was sup- 
posed to be for the help of unloading. The only help he ever got 
was a ticket which permitted him to do the work for $8.40, all by him- 
self. We have such cases right now. 

Only 2 or 3 weeks ago 1 “of my trucks was loading roofing from 
Loe ‘kland, Ohio, which is a suburb of Cincinnati, to Charleston, Ind., 
which is about 26 miles northeast of Louisville, Ky. He was taking 
the load to the I. E. du Pont Co., under contract to the United States 
Government, and when he got there he was asked, “You are a union- 
man, are you not?” He said, “Yes, sir.” He said, “Can we unload ¢” 
“No; you cannot unload here until you get a local man.” “Where will 
I get a local man?” “You go down to Louisville to the union hall 
and pick one up.” 

He said, “This load I got on is on pallets. It does not require any 
help. The lift truck will ‘take it off anyway.” He was told, “It doesn't 
make any difference, you go down to Louisville.” 

The man had to go 26 miles to Louisville to pick up a man at the 
union hall. He had to come back 26 miles to the plant. The only 
work the man did was to open up the tailgate and then the lift trucks 
of E. I. du Pont unloaded the works. 

Then the man closed the tailgate and he collected $7.40 or $7.50. 
Then he said, “Now you have to take me back to Louisville.” So 
the man had to take lim back to Louisville and then come back and 
pick up his trailer. He traveled 104 miles and paid $7.50 to these 
characters, which I call the characters of the waterfront, for the 
permission to open his tailgate. 

[ see a lot more of this coming when this thing goes into effect. 

I just wish to call to your attention one little statement, and leave 
it to your own imagination. It was said around here that the rates 
the Chicago carriers pay from Chicago up to Minnesota are “not 
so definite.” It has no relation to the income of the motor carrier. 
Well, now, let us say that I would have a truck, and I was bringing 
in eggs or corn from Minnesota to Chicago. At this time, at least, 
a man has the possibility to go around, let us say, to half a dozen 
different carriers and see which one is willing to pay him the most. 
Don’t you think that if I had to sign up a contract for 30 days, the 
rate would become very deflated, if it is now $50 for the trip, it would 
gradually probably sag down because as you heard, the ethics are 
not well established. Gradually the man would only get paid the 
very minimum, just enough to make the thing go around, since he 
cannot go to anyone else. 

ae are some of the trucking elements who are so eager to have 
MC-43 go in, because then they “have the whiphand over what they 
call here the gypsy operator. 

Mr. Hesevron. You said further on— 
to see how by means of well-managed public hearings small but financially well- 
heeled groups can now direct national policy. 
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Mr. Speyer. That is right. 

Mr. Hesevron. I do not believe you meant to refer to the hearing 
before this committee. 

Mr. Speyer. No. Here you have the same situation. It is a hard 
ship for me to leave my little business and to come down here. But 
I see all these troubles coming on. I see myself in Federal court if | 
would make an approximation, and I figured, let us go and take the 
bull by the horns, and say what the effects are likely to be before the 
committee, 

Mr. Hesevtron. What are the well-managed public hearings you are 
talking about? 

Mr. Speyer. It is a fact that even before the ICC no owner-operator 
has as yet been heard. There have hardly been any small carriers 
before ICC. The only ones that are represented are the ones who 
can pay, let us say, $1,000 lawyer fees or $2,000 lawyer fees. 

Mr. Hesevron. Not to carry this too far, are you talking about the 
hearings before the ICC? 

Mr. Speyer. Yes; 1 am talking about them. And even here, so far 
as 1 have heard from listening I am now the only one—I am the 
only small trucker—who has come down to talk to you, and it was 

. hardship for me to get away, and there would probably be a lot 
of others who would like to come who cannot come or who see the 
importance too late. 

Mr. Heseiron. How many trucks does your company operate / 

Mr. Sppyer. We operate 5 to 6 units daily. We have all of our 
equipment under lease today. I used to own at one time 14 pieces of 
equipment. 

Mr. Hesexrron. What do you have now? 

Mr. Speyer. Today we own none, I sold them out gradually to my 
best truckdrivers just before the war. Then I sold out during the war. 
Then I repossessed the operating rights and started all over. 

Mr. Heseuron. Do you hold a certificate ? 

Mr. Speyer. I am the holder of a certificate. 

Mr. Hesevron. Do you use the gypsies / 

Mr. Srryer. I guess some of these people would call them gypsies. 
I do not call these men gypsies. For example, there is one man work- 
ing for me 66 years of age. He owns a 40-acre farm near Green- 
castle, Ind. He has his farm leased out and he drives his truck ever) 
day forme. If you want to call that man a gypsy, I do not know. I 
would not call him that. 

Now, comes the other angle, and I think that should be mentioned 
here. There are a great number of grain haulers around and they 
come to me and say this: Pigat ver, 1 want to go to Illinois and bus 
corn and grain, and, I think, rye and soybeans. Can you give me a 
load of roofing to go on over into Illinois or to St. Louis or into that 
general neighborhood that would pay my way to go over there, so I 
can bring back my own load?” 

I have accommodated these boys, and I have paid them 80 percent 
of the revenue and 75 percent of the revenue, which has given them 
a very decent return on a mileage basis for the entire trip. There 
was no intent to abuse that situation. I think most of the small car- 
riers do not want to abuse the owner-operator. 

Now comes one typical case. I have a man working for me for the 
last 7 years. He hauls bones from Indianapolis, Ind., to Lockland, 
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Qhio. He picks them up at an Indianapolis packing plant and takes 
them down to some glue factory in Lockland, Ohio. When he has 
unloaded his truck, and his truck has been steamed out, disinfected, 
ind cleaned, he comes over and takes a load of roofing back for me 
from Lockland, Ohio, to such Indiana points as are handy for him. 

The bones at this time take a rate of either 28 or 29 cents a hundred 
pounds. ‘The roofing takes a rate, which I have on file with ICC, of 
»2 cents to Indianapolis, about 25 cents to Lafayette. By the way, 
my rates will go up in about 5 weeks from now, and when they go 

p, up goes the owner ~oper ator part of it in the same proportion. 

Now, under the MC—43 regulations, this man would naive to bring 

s bones down to Lockland, and = n go home empty, which I would 

ive to hire someone with a truck, or buy myself a truck, to take my 

sa ss roofing up to Indianapolis or ahaa’ ‘ver it goes to, and I would 
to come back empty to Loc al ind. ‘That would double the mile- 

ge on the highways, and it would increase the cost of oper: tions. j 
is clear that probably if we had a duidbeesili in each and every instan 
our roofing rates would have to be higher and his bone rates unqu 
tionably would have to be higher. 

. Heseiron. You said you sought to represent so many people 
How many was that ? 

Mr. Speyer. I have said that my case is very y typical f the 

‘probably as many as 15,000 small regulated carriers. 

Mr. Hesevron. Of those 15,000 small oj enabbitis they are also hold 
ers of certificates, but not the owners of equipn nent ? 

Mr. Spever. Those are the ones I refer to. There are in this « 
try at this time around 1,600 class I carriers. A class I carrier is an 
opel ator, under the Commission’s regulations. who handles $200,000 

orth of freight a year for 3 years consecutively. If he ae any 

me during that period be low tha . he > 1S ho longer a class I ca 

These class I carriers have to scam their records in a very eats state 
form. I believe the bookkee ping requires something like 1 140 different 
breakdowns. I come under the rules of the class IT carrier. since we 
do not reach this limit. Class IT carriers are subject, of course, to 
the same safety regulations, bat the | bookkeeping does not need to 
be qu ite so elabor: ate as that of the class I carrier. 

Mr, HEseron. My question was this: Are these people who do not 
own equipment ? 

Mr. Srryer. No; I would say many of them do own their ow 
equipment. The way I got out of owning my own equipment wa 
this way: We had the equipment and the war was coming on. The 
good drivers all went into the Army. Finally, I had great "difficulties 
toget drivers. The difficulties we had had to do with the fact that our 
loads are irregular; in other words, they go to different places each 
day. One certain driver may go one day te Louisville, and the next 
day to Lafayette, and the next day to Elwood. There is sort of 2 
repetitive pattern over a long period of time. But he cannot say to 
his wife, “I will be home at 5:30 tonight.” For a truckdriver’s job, 
where you can assure the truckdriver of certain definite hours of em 
ployment, let us say like a bus driver’s schedule, you have no great 
am iculties to get very good men. But when it comes to getting help 
for irregular points, then the good drivers are difficult to find. What 
it auiannde to then is, if a young fellow has sense enough to be a good 
truckdriver and has been for 2 or 3 years with some big company. 


onn 





218 TRIP LEASING 


then he usually comes around and says, “If I buy a truck, will yo 
put me to work, because I think I can make more money than if | 
drive the truck for a company.” My standard reply has been for the 
last 22 years—I think I am well known in Indianapolis for always 
having told them—*Boys, stay out of the trucking business. But 
you are in it, and you are stuc +k with a truck, come around and m: Lybe 
T can save your neck.” I think I have saved many of these boys’ 
necks and they have made their payments. 

Mr. Hesevron. That is all, Mr. Chairman. 

The CuatrMan. Any questions, Mr. Harris? 

Mr. Harris. Do I understand you to say you operate under the 
grandfather clause / 

Mr. Speyer. The grandfather operator is simply an operator who 
was in business by June or July 1, 1935. 

Mr. Harris. And that was you? 

Mr. Spryer. I was in business since 1930, and I used to drive the 
trucks myself. I remember one time in 18-below-zero weather I laid 
out in the coal mine and put a new axle in my truck. I know thie 
truck business from one end to the other. Many fellows who rw 
600 trucks only know the pencil-pushing side of it. 

Mr. Harris. That has little to do with the issue we have here. 
appreciate the emotional feeling about that matter because all 
ters of transportation are highly competitive. This whole question 
seems to be one of great interest here, and I was under the impres 
sion that the Motor Carrier Act was for the purpose of bringing in 
under regulation these motor carriers in the business of transporting 
for hire general commodities, manufactured products, and so forth. 
That being true, is it your opinion from your experience that anyone 
who wants to purchase a truck may circumvent the Motor Carrier 
Act by merely coming to you and leasing you that truck, instead of 
having to get an ICC certificate ? 

Mr. Srryer. I am sorry if I created this impression, because that is 
entirely wrong. The man is completely under my dominion and 
jurisdiction, and I see to it that the equipment is in shape. I think 
1 am one of the few trunkline operators who himself can go and look 
and see what is wrong. 

Mr. Harris. I am not talking about that. Let us get down to the 
basic problem here. The question I have asked you is this: Could any- 
body, John Doe, or anybody else, go purchase a truck, if he wants to, 
and circumvent the ICC regulations by merely leasing a truck to 
someone who is an authorized carrier? 

Mr. Speyer. I do not think he is circumventing anything. He is 
placing a piece of equipment under an authorized carrier. 

Mr. Harris. That being true, a few people who might be author- 
ized carriers and own no equipment at all could easily lease an) 
umount of trucking equipment they wanted to operate throughout 
the United States. 

Mr. Speyer. No; you cannot. 

Mr. Harris. Why? 

Mr. Speyer. Numerically speaking you may be correct, but from 
the practical end, we have only rights to haul roofing and asphalt; 
nothing else. 


Mr. Harris. I see. 
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Mr. Speyer. How many trucks I can use on any given day is en- 
rely controlled by the shipper or the producer of this particular 
mmodity. I am ‘not a general-commodity carrier, and most of the 
small truckers are not general-commodity carr iers. That is a picture 
hat has not appeared in the record at all. We are licensed to do 
certain thing. 

Mr. Harris. You are, yes; but the man you lease the truck from is 
not. 

Mr. Speyer. That is true. 

Mr. Harris. That is the point I want to clear up in my mind. Why 

ld he be given a right to do something that somebody else is not 
mitted to do except by regulation ? 

Mr. Srever. He would not be given that right. Under my proposal 

would simply be given a standing recognized by the Commission 

lease his equipment, or wr place his equipment at the disposal of an 
orized carrier. te har words, he first would have to find 
yrrier who has business for him, and can keep him busy 

Now, then, of course, there are many other angles to this. Just 

e that man hauling bones, this company has the right to haul bones 

m Indianapolis to Lockland, but has no other rights. They cannot 

ui the man back . He has to go to someone who can legally use him 

oo him in the opposite direction. That has worked out reason- 

well between the small trunklines. 

Tha practice has established itself over the years, maybe not quite 

tly; but certainly within reasonable bounds it has helped truck 
movements; in other words, movements in opposite directions had to 
ece themselves together. 
. Harris. Are bones an exempt commodity ? 
. Speyer. No; that is a manufactured packinghouse commodity. 
. Harris. You move bones one way and asphi: alt the other. 

Speyer. That is right. I can legally haul bones one way and 
roofing the other way. But I do not have this bone business—another 

urier had it for many years. 

Mr. Harris. Then it has nothing whatsoever to do with the exempt- 
commodity provisions of the act? 

Mr. Sprrer. That is right. 

Mr. Harris. That is the point I had in mind. 

Mr, Speyer. The exempt provisions would only come in on these 
corn and grain haulers who take loads westbound into the central part 
of Illinois, preferably—that is where they like to go because that. is 
the place of supply—and they bring the corn back, some to the dis- 
tilleries in Cincinnati and some into Indiana. 

Mr. Harris. That is the thing that has me somewhat interested. 
There are two questions involved. One is the question of what Con- 
gress intended with reference to exempt commodities, permitting, I 
assume, certain operations with a backhaul movement. The other is 
trucks being permitted to operate in competition with regulated trucks 
without any regulation whatsoever. 

Mr. Server. He is not in competition with any regulated trucks. 

Mr. Harris. Well, anybody who operates trucks is in competition 
with anybody else that operates trucks. As little as I know about it, 
I think that is true. 
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Mr. Speyver. That is true, but it is the regulated carrier who js jy 
competition with him. Any regulation driving out the owner oper 
ator would just drive the man out of business into the arms of the 
manufacturer or the brokers. He then would lease out tothem. Then 
we, the regulated carriers, would lose out. We have the situation 
right now—we see it in Kentucky—because the shipper could never 
get proper service into Kentucky because there have been too fey 
certificates out. Finally the shipper decided upon leasing equipme: 
to go down there at $90 a day and he puts the drivers on the pasrol 
and now it is a private-carrier operation. Where before the railro 
and the regulated carriers at least had a chance on it, no regulated 
carrier has a chance now. 

Mr. Harris. That is all, Mr. Chairman. Thank you. 

The Cuatrrman. Any questions, gentlemen ¢ 

If not, we thank you very much, Mr. Speyer, for your appeara 
today. We commend you for having the strong convictions that y: 
have expressed today, that you were willing at your own expense to 
come to Washington to give this committee the benefit of your views 
in the matter. 

Mr. Speyer. Thank you. I have, by the way, these owner-operat 
contract. forms with me, if anyone is interested. I will be glad to 
leave copies. 

The Cuatrman. Will you leave them with the clerk ¢ 

Mr. Speyer. Yes, sir. 

(The following additional statement was submitted by Mr. Speyer 


ADDITIONAL STATEMENT BY H. W. SpPeEYER, PRESIDENT AND GENERAL MANA 
AAA TRANSPORTATION, INC., IN Support or H. R. 3208 


This statement covers the following points: 

1. Can ICC nullify the enactment of H. R. 3203? (p.9). 

To what extent did ICC’s phrasing of motor carrier operating rights 
return without transportation for compensation to point of origin” influen 
and practically compel the employment of owner-operators by many regulated 
carriers? (p. 2 ff.) 

3. What causes the division of views on the merits of MC—34 within the ranks of 
the regulated motor carriers? (p.7). 

4. To what extent is the feeling of job-insecurity on the part of many ICC en 
ployees responsible for the enactment of MC 43? (p. 11). 

Are the railroads, etc. engaged in promoting safety, or are they merely tr) 
ing to regain lost business by regulating the inherent efficiencies of truck trans 
portation out of the motor transportation industry in order to improve their own 
competitive position? (p. 6). 

6. What did Mr. Joseph B. Eastman, chairman of the ICC, say about the status 
of the owner-operator and ICC Bureau of Motor Carriers notorious ruling No 
4? (p.8). 

In several instances questions from the members of the committee revealed a 
considerable amount of misunderstanding in regards to— 

(a) The matter of operating rights and the scope of such operating rights of 
ICC regulated carriers. 

(b) What extent the character of such operating rights had a tendency to 
cause a carrier to operate more or less with leased equipment, or to cause him 
to condemn leased equipment entirely. 

(c) What is a owner-operator (a gypsy or a wildcatter) and what is his 
normal and proper function in the scheme of trucking. 

Let us face the fact, that the ICC itself causes many carriers to operate with 
leased equipment rather than with owned equipment, because the greatest num 
ber of all operating rights are limited, they expressly say on the end of the 
outline of authority that the carrier shall return with no transportation for 
compensation to point of origin. 
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Broadly speaking, there have been issued by ICC three main types of 
authorities : 
The general commodity authority, which is, as a rule, a two-way authority, 
ysually between certain points (rarely larger areas). They read e. g. “gen- 
ral commodities between Chicago and Cincinnati, Ohio, and all intermediate 


eo 


ints in Indiana over highway U. 8S. 52”. Please note that such general com- 
modity carriers are almost without exceptions tied down to certain routes, which 
they must not leave, 

The specified commodity carrier authority, which may be a common or a 
ntract carrier authority, is usually given one or more definitely named points 
vin and destination, or a point on one end and an “area” on the other. 

an authority may read: 
) Canned goods from Anderson, Columbus, Elwood, Ind., to Cincinnati, Ohio, 
eturn with no transportation for compensation. Or it may read: 
) Canned goods from all points in Indiana to Cincinnati, Ohio, to return with 
transportation for compensation. Or it may read: 
Canned goods from Cincinnati, Ohio, to all points in Indiana, to return with 
insportation for compensation to point of origin 
rhe specialty haulers, such as automobile carriers, carriers transporting 
epecial fluids, oils, acids, or gases, etc., roadbuilding or oil-well equipment, whose 
yerating rights are often equally narrowly circumscribed. 

rhe writer of this statement himself stacked some $25,000 in lawyers’ fees 

17 years of legal fights upon the theory, that Congress never intended such a 

liculous hairsplitting interpretation, particularly not for those who had in their 

dfather days (operating prior to the Motor Carrier Act of 1935) held thein- 
ves out to haul anything, anywhere, anytime. He assumed and had been so 
ised by Congressman Louis Ludlow that Congress intended every carrier to 
vy on his business as heretofore” and practice the same type of operations 
at the ICC did, was to freeze him, not to the type of business but to the 
specific operations which he was performing on the grandfather date. 

This compares to licensing a dentist not to practice general dentistry, but to 

nse him to treat only right front upper teeth or only lower left molars, and 
may he never be caught to treat a tooth he was not specifically licensed to treat 
in his operating authority.) 

Thousands of carriers perished and are still perishing just because their 

stomer went out of business on the particular point they were licensed to serve 

d in many cases when the customer moved to a new location the ICC even 

used to even transfer the operating rights to the new location and let the 

irrier shrivel on the vine. Many then became owner-operators for other author 
ed carriers in order not to lose their equipment. 

But when the ICC’s ideas of hairsplitting authorities were finally tested in 

e United States Supreme Court, that Court, as usual, upheld the ICC, and 

ily those points were granted to which a carrier could show substantial move- 

ents, and he was denied the right to continue operations which were not sub 
tial enough in the opinion of ICC, 

In this manner a very few, very large, two-way carrier authorities were created, 

few medium-sized carriers, and a lot of very small carriers, who held only very 
ragmentary rights. Then ICC, so to speak, closed the door, and getting any 
operating rights at this time, except adjustments and extensions, is almost impos 

le. This has driven the value of such ICC operating rights to phantastic 

ghts. Rights, which could have been bought for as little as $2,500 10 years 
ago, have been sold for around $100,000. Now let us look at the practical operating 
facts of this railroad-inspired ICC truck regulation. 

Naturally, the larger two-way general commodity motor carriers, who usually 
enjoy a reasonably well-balanced freight tonnage over (usually) certain definite 
routes, can quite successfully operate their own equipment, and (usually) do so. 
They will occasionally hire some owner-operators, - they are, as a rule, in a2 
cood position “to take him” (the owner-operator) or “to leave him alone.” Most 
f them are quite willing to go along with the ICC on MC—43, because they hope 

gain more than they lose, as T shall point out later. 

Quite different is the situation of many of the smaller one-way carriers. They 

re usually “out of balance.” Some of them have, of course, certain source 

f tonnage, such as the hs aulers for food chains, who haul day in, day ont a rea- 

sonably stable tonnage, usually on a short-mileage basis (not over 200 miles 
und trip). They know that they need, day after day, a certain number of 

trucks, Which will, day after day, cover the same routes, and they can schedule 
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some of their operations weeks ahead. But there are far more operations 
which are entirely unpredictable, which change with the season, the weathe; 
the market, and the production schedules. 

As an example, a certain large food chain places once a month an order fo) 
approximately 3 million pounds of butter or about 100 truckloads at 230,009 
pounds each. The manufacturers bid on the entire lot, and sometimes the ep 
tire order is awarded to a Chicago, sometimes to an Indianapolis, and sometimes 
to a Cincinnati or Dayton concern. Sometimes the order is divided betwee; 
producers in different towns. Nobody knows, until the order is actually pl; 
by telegram. Then the material is supposed to be delivered to various desting 
tions, such as Pittsburgh, Philadelphia, Charleston, St. Louis, Detroit, 
within a week. Then this movement disappears again for another month 

Would any carrier, or each of these carriers, be justified to buy 100 trucks 

Certainly not, because the Chicago producer might be the lowest bidder 
months in succession, but then it might be that the next 3 times the ord: 

ith the market price to Cincinnati, or Indianapolis, or Dayton. The car 
who may have authority to haul from Indianapolis, may not have author 
haul this commodity from Chicago, or from Cincinnati, or from Dayton, 

Now what happens in practice? The owner-operators in this area know 
this movement. In the moment the order is placed and the grapevine reports 
which producer received the order, those owner-operators move quickly into 
the district, report to the carrier, and lease their equipment to the carrier who 
has the proper authority and has the business, and he loads them out with butter 

Clearly, it is a most typical case of the carrier needing the owner-operators, 
and the owner-operators fulfilling their traditional function of providing the s 
badly needed motor pool, and the inherent advantage of motor-transport 
flexibility. 

Or let us turn to the steel industry. During the last 25 years it has lk 
the custom in the steel industry to supply to the steel-products manufactu 
special steels for special needs, special sizes, special thicknesses, special al! 
special finishes (shiny, pickled, dull, galvanized, plated, oiled, ete.). Natura 
when one of those great mills is set in motion to produce a run of a special! 

a certain customer, then this run must be completed, and the order, which 
involve thousands of tons, must move out of the mill as quickly as it is being 
produced, since many of these mills have almost no storage facilities at all 
Thus, a certain mill in the Chicago area may schedule to run the steel for 
certain automobile shop in Detroit on the 11th, 12th, and 13th of the mont 
Perhaps 75 or 90 trucks may suddenly be needed to go from Chicago to Detroit 
But on the 14th, 15th, 16th, and 17th all the steel rolled by that mill may be 
scheduled for a customer in St. Louis or Milwaukee. One carrier may have rights 
to Michigan and another may have rights to St. Louis or Wisconsin. Ow: 
operators, who can move themselves upon an instant’s notice from the carrier 
who has the Michigan rights to the carrier, who has the Missouri or Wisconsin 
rights, are the only answer. But under a 30-day minimum lease order this 
flexibility would be destroyed. 

Yet the total supply of owner-operators will automatically be limited by t! 
capacity of the mills. Day in and day out, the total number of trucks, company 
owned, as well as owner-operator equipment loaded in the steel districts, will 
be remarkably stable. Of course, many of these steel carriers have a “hard core” 
of vehicles which they own themselves. The number will be about what expe 
rience has shown that the earrier can keep steadily busy throughout the year, 
or nearly so, but the windfalls must be handled with owner-operators, who 
can freely, not on 30 days’ notice, move “between the carriers” as their needs 
arise. 

Now, I believe that the picture should become clearer and it becomes rather 
obvious: Why the railroads, and why certain very large common carriers, 
and why certain small carriers like and endorse the idea of MC—43, and con 
demn H. 3203, and why most of the smaller carriers would be ruined, if MC—43 
would go into effect. 

The railroads, of course, having broad territorial rights covering large areas 
can haul the steel or butter or canned goods quite literally into all directions, 
but they lack the ability for sudden action and quick delivery. A very few, 
very large common motor carriers are almost as fortunately situated, certainly 
as far as the industrialized Middle West is concerned, so their viewpoint is 
therefore rather similar to that of the railroads. To a few specialty haulers, 
chain-store carriers, ete., the argument does not matter due to some very special 
conditions and some of them do not even understand the issue involved, due 





TRIP LEASING 


to lack of personal experience; so they feel that they ought to flatter the ICC 
py going along in the matter. 

‘However, to a large number of—mostly—smaller carriers, MC—48 is an in- 
jury—the final blow added to insult. The insult came when the ICC gave them 
such limited rights as were described above, with the clause—return with no 
transportation for compensation. And now comes the LCC and upon the request 
of the railroads, the unions, and a few truckers, issues an order MC—43, which 
under the guise of “safety” will make it impossible for these smaller trucklines 
to operate efficiently, because they will literally have to return their leased 
equipment with no transportation for compensation. It is clear and the rail- 
roads, the unions and larger motor carriers know it quite well, that this cannot 
work. That can only have one result: It will destroy many of these smaller 
arriers, and the shipper then will have no choice, but to use either the rails or 
the few very large common carrier trucklines, who have rights and freight in 
both directions or to start trucking his own products, if he is large enough. 
fhe smaller shipper, however, will in many cases perish with his trucker. 

Now, I believe, that your committee will better understand, why there cannot 
possibly be any unity of opinion on the matter of owner-operators between the 
truckers, and it will also answer the question of the gentlemen on your committee 
who wanted to know if it was not possible to settle this owner-operator issue 
by some code for the industry, a gentleman’s agreement between all the truck- 
lines, to cease hiring owner-operators. In my humble opinion, this would be no 
more practical than to arrive at a gentleman’s agreement between a cat and a 
mouse, as long as cats insist upon eating mice. To this procedure an intelligent 
mouse Will not agree. 

These large common motor carriers cannot hope to enlarge their territory 
geographically, but they surely could add a lot of very desirable tonnage via 
safety measure MC—48, which would kill off their smaller competitors by the 
hundreds, 

In their greed, they do not see, that in many cases they could not even take 
care of these accounts which have been serviced for years by certain carriers, 
because their organizations are too large and cannot adjust themselves to deal 
with the manifold problems and individual needs of many of these individual 
shippers. After all, in many cases these shippers changed years ago from the 
rails to the trucks, because the rails gave them their famous: The public be 
damned type of service in too many instances. And, if forced, many shippers 
would rather start their own trucking operations that submit again to a service 
which is indifferent to their individual needs, which properly and efficiently 
serviced through the cooperation of the smaller carriers, small enough that a 
single customer’s business meant something to them, and who using owner- 
operators rendered excellent, flexible, and economical service because these 
owner-operators also want to retain the shipper’s goodwill so that the carrier 
will use them again and again. 

The writer believes that the above statements may already have changed 
somewhat the opinion of your committee as to the character and responsibility 
of an owner-operator operation, 

During an interview in 1939, Mr. Joseph B. Eastman, then chairman of the 
Interstate Commerce Commission to explain to him the owner-operator—and 
the writer gave Mr. Eastman during a 3-hour session a rather complete picture 
of the owner-operator and his function in the trucking industry. The Bureau 
of Motor Carriers of the ICC had then already issued its notorious ruling No. 4, 
which stated that the driver of a leased piece of equipment “must stand to the 
authorized carrier in the same relation as a servant to a master. 

The writer pointed out to Mr. Eastman that this was not really the factual 
relationship, but rather that custom and tradition had developed a relationship 
most similar to that of an independent subcontractor to his master contractor. 
Mr. Eastman agreed and promised this writer that he would point out the un- 
soundness of ruling No. 4 in his findings in the Dixie-Ohio case, if the writer 
would submit his experience with the owner-operators in written form, The 
writer submitted a brief (copy enclosed), and Mr. Eastman proposed in a sepa- 
rate opinion in the Dixie-Ohio case a perfect phrasing to properly cover the 
owner-operator relationship to a regulated carrier. However, ICC ignored Mr. 
Eastman’s proposal for 14 years, and today ICC perfers to adopt rather the 
railroad and union suggestions than Mr. Eastman’s ideas. 

Trying to enforce ruling No. 4, ICC itself prosecuted in a criminal action—not 
under a declaratory judgment civil action—this carrier in 1941, alleging that this 
subcontract form covering eastbound movement of butter, with a certain 
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owner-operator, who by the way was a vegetable dealer bringing vegetables fro, 
the eastern shores of Maryland to Indiana—really set up this vegetable dealer 
“against the laws and the dignity of the United States in the trucking business 
which he operated without having either a permit or certificate from the ICC 

However, this was even a bit too thick for the Federal judge and he ruled: “T))x 
seems to me to be a very good contract, if properly executed and signed.” How 
ever, the implications which the Federal tax collector drew from the existen 
of ruling No. 4, caused him to close up the entire operations of this carrier in 1944 
and to place an attachment against all of this carrier’s physical assets anq 
accounts receivable. They were sold at auction. Yet, approximately 5 months 
later, when the Supreme Court in a tax case handed down the Gray Van decisi: 

and the Cincinnati appellate court the Hankinson-Midwest Haulers decision, g 
these funds illegally extorted were refunded with 6 percent interest. However, 
in the meantime this carrier’s business was ruined and he had to sell valuable 
steel-transportation rights, which would be worth today some $40,000 for a mer 

$7,000 to satisfy his creditors. With the remaining roofing and asphalt operating 
rights the writer finally started all over again from scratch. 

Here is an example of what can happen to the lifetime efforts of a citizen, when 
Government agencies are run upon notions, and there are no facilities to appeal t 
Your committee should weigh most carefully the advisability of amending ¢) 
language of H. R. 3208, so as to preclude the possibility of ICC resurrecting | 
ruling No. 4 ideas, in a 1953 version by issuing an order denying to any autho 
ized carrier the right to lease trucks with drivers ; ICC could compel every carrier 
to place its own driver upon the leased vehicle, and the carrier will be lucky if 
the ICC will permit that the owner of the unit may be carried as a passenger or 
helper on his own vehicle. Such an order would nullify H. R. 3208. At this \ 
moment there is disagreement between many attorneys, whether the language 
used in MC-—48, section 307.5 (d): 

“Each carrier must assign his own drivers to operate the (leased) equipment 
does or does not mean, that not even the regular driver of a regulated motor 
carrier owned vehicle may be employed lawfully by the lessor carrier to drive 
that same vehicle. If it does mean that, then one of the dreams of the teamsters’ 
union comes true, namely 2 men for every truck ; a featherbed job on every truck 
at last. If the ICC can make this idea stick in the Supreme Court and the unions 
and the railroads will strongly support it, then ICC can successfully nullify the 
enactment of H. R. 3208 until further action by Congress would plug this loophole. 
This loophole should be closed right now by amendment of the language of 
H. R. 3208. 

Your committee heard that witness after witness before you, whether propo 
nent or opponent to the legislation on hand, complained: ICC does not have 
enough help to do a proper job of regulating; they need more money. It is with 
great concern that the industry learned that the Congressional Appropriations 
Committee and Congress denied the ICC any money to maintain their field staff 
and safety divisions. Nothing could be poorer, and in the long run, more expen- 
sive and more false economy, than to deny adequate funds for these so vital ICC 
services. Those of us, who are close to the industry know too well, that there is 
a peculiar connection between this MC-48 regulation and many other ideas o! 
1CC—and the psychology of many ICC employees. Feeling utterly insecure in 
their jobs, they most naturally cast around for places where to land in case 
the economy ax should fall. Rarely does a small carrier have a job for them, but 
with the larger carriers it is different. Diplomacy, therefore, requires one to 
line up behind the ideas and “sing the song” of the large carriers, who have the 
jobs. That explains much of the slanted information and plain misinformation 
ICC receives from its field offices. With this basic information already slanted 
how could MC-48 be anything else but a railroad and large-common-motor-car- 
rier slanted piece of regulation? To round out the symphony, one added the 
voices of the many small carriers, “who operate so nicely without ever using an 
owner-operator,” which is possible for some, because their operations happen to 
be unusually stable. 

Let us see also just how it operates in individual cases. In 1946—47 this 
carrier tried to obtain additional operating rights to haul canned foods from 
Indiana points to Cincinnati, Ohio. He had filed an emergency application, and 
an informal hearing was set in Indianapolis before the then supervisor in Fort 
Wayne, the regular supervisor being ill. The man stated that he would only 
support my application if I restricted my petition to points in southern Indiana. 
I pointed out that the consignees in Cincinnati needed the service from northern 
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indiana just as badly. The party became quite vehement, and told me that he 
would deny the entire application unless I modified my application as to terri- 
tory in line with his wishes; if I refused to do so, the application was denied. 
A few weeks later, this supervisor became general manager for a truckline 
interested in the same commodity and—the northern part of Indiana. 

Any employer, who treats his help niggardly, cannot hope to retain help worth 
having and that includes Uncle Sam. Let us give ICC enough money to do a job, 
to hire the right kind of men and let us make their jobs secure enough that they 
can remain impartial. If all the many speeches about helping small businesses 
are to assume any meaning beyond the sound, here is a place to start by protect- 

small business with sensible and sane regulations not have the very regula- 

bodies develop into a sort of high lord executioners of the smaller truck- 

nes for the benetit of their larger competitors, who wish to develop a setup 

where it again will become possible and safe for the public (to) be damned as 
the “good old days.” 

Does the ICC try to be of assistance to the carriers, when they try to round 
out their operations by acquiring additional rights through lease or purchase of 
rights? The statute as written by Congress says plainly that such rights ““May 
be leased or sold, in whole or in part,” bat the LCC does not follow the ideas 

f Congress very closely. The Commission today refuses to permit any leases of 

perating richts, unless they are accompanied by an option to purchase within 

not more than) 1 year. The act says nothing about that. This carrier found 
some 5 years ago another earrier, who was willing to lease to him the rights 
to haul canned goods from most of the canning points in Indiana to Cincinnati, 
Qhio, The Commission refused to authorize the lease. Then came the question 
if purchasing these rights. The owner was even willing to sell them, and an ap- 
plication was made. This application was denied because the canned goods 
authority in this particular certificate was written into the paragraph with the 
authority to haul empty tin cans from Cincinnati, Ohio, to these same points in 
Indiana. This empty-can authority the owner did not wish to sell—as he owns 
special equipment— (actually race-horse traliers) which were particularly well 
suited for the handling of this bulky, but very light commodity, empty tin cans. 
On the other hand these rather roomy, but lightly built horse trailers were not 
at all suitable for the hauling of heavy loads of canned goods which usuall) 
move in 30,000-pound loads. That was one of the reasons why the man wanted 
to sell it. But the ICC said: “No. He could sell, if these two items had 
heen written, as they are in most certificates, in two different paragraphs, but 
since they are named within one paragraph, purely a clerical coincidence, we 
will not grant permission for a sale.’ Thus this carrier is still looking for 
an authority which would enable him to have a two-way operation, but there are 
none for sale. 

As this writer pointed out before, Congress should more frequently and with 
certain definite regularity reinspect these governmental agencies and check 
their functioning. These prospects of such inspections alone, would probably 
make them function more equitably. The inspection body should be a forum to 
which the oppressed could bring their grievances. 

And on the other hand Congress should make it clear to the United States 
Supreme Court, that giving “broad regulatory powers” to ICC did not mean 
that Congress intended that the Supreme Court or the lower Federal courts 
should in the presence of ICC truck cases suspend their normal constitutional 
function, but should examine them most carefully so as to assure fairness and 
equity rather than proceed on the, by now, standard assumption that ICC can 
do no wrong to truckers. 

Then it would not be so easy for the railroads, unions, and groups working 
behind the union curtains to induce ICC to use these broad powers and the 
laurels and prestige of “impartiality” which it acquired in its more glorious past 
to attempt to drive one group of carriers and citizens, the owner-operators (to 
whom ICC still owes some permits) out of business for the benefit and enjoyment 
of another group and other interests and in order to operate more “economically” 
and march it past the Supreme Court all under the guise of “safety regulations.” 
Even a mildly skeptical Supreme Court should have been able to see through 
that. 

Yet, in the last analysis, many of these very expensive difficulties, which a 
citizen suffers from poor administration of the act, simply reflect the cheap 
attitude of cheap, inexpensive help and only Congress can provide the needs to 
get better help and that means more and better salaries to attract and hold 
better men in ICC. 
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Enactment of H, R. 3203 is a minimum step in the right direction to prevent. 
least, further irreparable damage through the abuse of administrative power, 
but more and continued attention is needed on the part of Congress to bring 
about a saner administration of our entire motor transportation system unless 
we want to permit the railroads to regulate the inherent efficiencies and adyay 
tages out of the truck, through the introduction of perverse “safety” m« 
and restore us on a national scale to the inefficiencies of the earliest days os 
railroading. 

The proper word for this would be “sabotage.” 

The Cnatrman. I had overlooked the fact that Mr. Rudow was to be 
heard in opposition to the bill. I will hear him at this time. Hoy 
much time will it take? 

Mr. Rupow. Six minutes at the most. 

The Cuarrman. Very well. 


STATEMENT OF MAURICE RUDOW, GENERAL TRAFFIC MANAGER, 
WILSON STORAGE & TRANSFER CO., SIOUX FALLS, S. DAK. 


Mr. Rupow. Mr. Chairman, members of the committee, my name 
Maurice Rudow and my address is 110 North Reid Street, Sioux Fal 
S. Dak. Ll am employed by the Wilson Storage & Transfer Co.,: ’ 
corporation of the State of South Dakota, as general traffic manag 
and have held various capacities with that company for the past 
years. The Wilson Storage & Transfer Co. is a certific aad mot 
common carrier, holding Interstate Commerce Commission certificate 
of public convenience and necessity No. MC-29120, granting regula: 
route authority for movement of general commodities between points 
in the States of Illinois, lowa, Nebraska, Minnesota, North Dakot 
and South Dakota. 

My appearance here today is in support of the Interstate Commerce 
Commission’s prescribed rules and regulations as set forth in ex part 
No. MC43. In South Dakota, where we have our principal office ter 
minals, and operations, we have very little truckload traffic moving to 
such consuming points as Sioux City, Iowa; Omaha, Nebr.; St. Louis 
Mo.; Chicago, Ill.; and the Twin Cities in Minnesota. Most of the 
traffic which is available is presently being handled by either exempt 
commodity carriers or irregular route specific commodity carriers, the 
latter holding directional permits issued by the ICC. A large portion 
of the available traftic is handled by the aforementioned carriers under 
the guise of private carriage through “trip leasing” of the equipment 
to the shipper. 

To be specific, a South Dakota wholesale grocery firm purchases 
sugar at a Minnesota refinery. A meatpacking plant located in the 
same city as the grocery house produces and hauls, in its own equip- 
ment, fresh meats and packinghouse products into several large coi 
suming points in North Dakota. Their return trip would normally 
beempty. However, they “trip lease” to the grocer and pick up a load 
of sugar at the refinery and haul it back to the grocery wholesale house. 
The sugar company pays the freight charges based on the common 
carriers published rate, which the grocery and me: itpacker split. This 
is performed under the guise of private-carrier operation, and merely 
takes away the haul and revenue of our company, the regular route 

common carrier for that route. 
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A large wholesale butter firm in Chicago, until recently, had been 
easing equipment from a small regular route common carrier at Sioux 
City, lowa, and under the guise of private-carrier operation is picking 
ip butter at a number of producing plants in South Dakota. The 
butter is hauled to nee City where it is turned over to another regu- 
\r route common carrier for movement into Chicago. The latter 
operation is above bind and in order. However, the combination of 

insportation costs to the butter wholesaler is less than the published 

ites of the regular route common carriers. 

Our South Dakota highways are loaded with big diesel-powered 

are moving through the State or to points in the State, loaded 

h fresh fruits and vegetables. When these units are empty, they 
APP roach volume shippers and lease their equipment to these shippers 
ora trip to another part of the United States where the same process 
nd practice is repeated. A large number of specific commodity ir- 
al ir route operators do not own equipment, all of their operations 
ing conducted through the practice of trip leasing itinerant owner- 
perator equipment. In this manner they have bypassed the tremend- 
us investment normally inherent in bona fide operations. ‘They are 
able to publish cheap rates, far below the rates of regular route 
motor common carriers and the railroads, and thereby secure the 
fic at the expense of the bona fide operators who have large invest- 
ents in their business. 

We have another regular route operator in our territory who has 

ore or less forsaken the less-than-truckload traffic and is specializing 
n truckload movements. This operator employs individual owner 

erators through trip leasing. In the past year he has published his 

wn tariffs and has cut rates to a point where the competitive opera- 
tors have lost the business because they cannot afford to meet such 
rates without taking service away from the small-business people who 
depend on the less truckload service. In this instance the other opera- 

rs and the public generally are suffering, all because of a loophole 
n the law. 

We feel that the future of regulated transportation is greatly en- 
dangered by flagrant trip-leasing practices. The loss of traffic, if per- 
mitted to continue, will ultimately result in disintegration of the busi- 
ness and investment of the stockholders and owners will be reflected 
back to the public generally. We cannot hope to retain traffic as 
against these low commodity or truckload rates. 

The certain regular route carriers, irregular route operators, and 
exempt commodity carriers here complained of do not need high rates, 
because they have no investment in equipment, which of course is one 
of the major cost units in any operation. We maintain that these “cut 

rate” carriers would be forced to raise their rates to our level, or 
clones to our level, if they could not trip lease and were required to 
ugment their equipment ‘by purchase or long-term lease; they would 
then become competitive in a Just and reason: able w: Ly. 

Another help would be to require regular route common carriers to 
augment their fleets in approved methods only, and in such a way as 
to eliminate the necessity of leasing equipment from directional per- 
mit holders who merely want to get back to their home base and haul 
traffic to large consuming points. 
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Another factor which we believe should have serious considerati 
in connection with control of equipment is closer application and en. 
forcement of regulations with respect to drivers and cargo, parti 
larly the safety regulations with respect to permitted driving hours 
and rest periods. Commonsense tells us that the man driving 
equipment, or the lessor, does not have the interests of the carrier 0 
public in mind. He will get that load to its destination without re- 
gard to safety requirements; some will rush the load through without 
stops for rest or anything else; other lessor-drivers do not care 
whether the load arrives on time, a day late or a week late. Us 
the lessee has inadequate information concerning the abilities of th 
driver, his physical and mental condition and his character for ge: 
eral dependability. 

The final burden of trip-lease operations in large part falls upon the 
small-business man. The regular route common carrier if he loses 
the larger revenue-producing traffic, must increase his rates and 
charges to offset the loss if he is to maintain adequate service. These 
increased rates fall upon the small-business man because he does not 
have the purchasing power to buy and ship in quantities and thus 
avail himself of trip leasing from itinerant owner operators. 

It is our opinion that the rules and regulations concerning leasing 
which have been promulgated by the Interstate Commerce Commis 
sion are just and reasonable. The Commission has studied this sub 
ject over a long period of time with the greatest care, and has taken 
advice and counsel from all interested groups. We feel that the 
rules and regulations will definitely protect the public and all forms 
of regulated transportation. It would appear that any legislation 
designed to abolish or prohibit the effectiveness of the rules is class 
legislation which can only protect a very limited group which wants 
to profit at the expense of established and permanent transportatio. 
agencies and the general public. 

The Cuarrman. Are there any questions? 

Mr. Hate. I have one question. 

The Cuarman. Mr. Hale. 

Mr. Hate. Mr. Rudov, is it not a fact that the farmers who mov: 
their perishable crops do so more in trucks that they lease than 11 
trucks that they own? 

Mr. Rupow. Yes, sir. In our country that is particular true, with 
the exception of livestock. In our particular State and area, livestock 
is hauled every day by the farmer who owns his own small truck 
Ordinarily, though, livestock and horses, which are of a perishab| 
commodity type, are used by large van carriers, livestock pullman 
operators. 

Mr. Hate. The farmer-owned truck is the exception rather than the 
rule, is that right? 

Mr. Rupow. That is correct, sir. 

Mr. Hate. That is all Mr. Chairman. 

The Cuatrman. Are there any further questions, gentlemen? If 
not, we thank you, Mr. Rudow, for your apperance and assistance to 
the committee. 

Mr. Rupow. Thank you, sir. 

The CHarrman. Now, it is the intention of the committee tomorrow 
at 9 o’clock to endeavor to close our hearings after hearing from the 
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roads in opposition and then the proponents, in order that each 
have adequate opportunity from the standpoint of time, at least. 
Is there any other ae present who has a short statement who 
0 id like to make it at this time, or who would like to file his 
nent ¢ 
there is no one to be heard this after noon in opposition, that will 
de the hearings today. The hearings as far as opposition is 
erned will be confined to the r ailroads tomorrow, and followi 
that the proponents in order that they may have an equal amount of 
; has been utilized by the opponents. 
(1 herounOn at 5:03 p. m., a recess was taken until Friday, April 
04,1953, at 10 a. m.) 
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FRIDAY, APRIL 24, 1953 


House or RepresENTATIVES, 
COMMITTEE ON INTERSTATE AND ForREIGN COMMERCE, 
Washington, D. C. 

The committee met at 9 a. m., Hon. Charles A. Wolverton (chair- 
man ) presiding. 

[The CuatrmMan. I believe the first witness this morning for the 
opposition will be Mr. Preston. 

You may proceed. 


STATEMENT OF THOMAS L. PRESTON, GENERAL SOLICITOR, ASSO- 
CIATION OF AMERICAN RAILROADS, WASHINGTON, D. C. 


Mr. Preston. Mr. Chairman, I should first like to identify myself 
for the purposes of the record. My name is Thomas L. Preston. I 
am general solicitor of the Association of American Railroads, with 
headquarters at Washington, D. C. 


At this hearing this morning I speak not only for the Association 
of American Railroads, but am authorized also to speak on behalf 
of the American Short Line Railroad Association, whose principal 
officials have found it impossible to be here at this time. 

[ have prepared and have filed with the clerk a mimeographed 
statement which, with your permission, I should like to have incor- 
porated in the record in full, as I do not propose in my brief comments 
this morning to adhere to the text of that statement. 

May that be done? 

The Cuamrman. The statement will be incorporated in the record 
in full. 

(The statement above referred to is as follows:) 


STATEMENT OF THOMAS L, PRESTON ON BEHALF OF THE ASSOCIATION OF AMERICAN 
RATLROADS AND THE AMERICAN SwHort LINE RAILROAD ASSOCIATION IN OPPOSI- 
rION TO H. R. 32038, tHe Trrp-LEASING BIL 


My name is Thomas L. Preston. I am general solicitor of the Association of 
American Railroads, with headquarters at Washington, D. C. The Association 
of American Railroads is a voluntary, nonprofit organization. Its membership 
comprises railroads which operate 97.5 percent of the total road mileage of all 
class I railroads in the United States and produce 96.5 percent of the gross 
revenue of all class I railroads. 

The American Short Line Railroad Association is an organization of some 309 
railroads engaged in interstate and foreign commerce, and more generally known 
as the Short Lines. 

I have been requested by the vice president and general counsel of the Short 
Line Association to register the opposition of that organization to H. R. 3203, 
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and have been authorized to speak for that association as well as the Asso 
of American Railroads at this hearing today. In that connection Mr. « 
Miller, vice president and general counsel of the Short Line ASssociatioy 
dressed an appropriate letter to Mr. Layton, the clerk of your committee, 
date of April 15, 19538. 

Thus, the railroads of all classes oppose the measure under consi 
and you will naturally wish to know at the outset what interest they 
the matt 

Che basic consideration which leads the railroads to oppose this bill 
conviction that its passage would in substantial measure defeat the n 
transportation policy declared by Congress in the Interstate Commer 
which is designed to accord to all forms of public transportation, includ 
railroads, at ortunity to compete for traffic under fair and impartial 1 
tion. Th ‘ongress has declared that all of the provisions of the Int 
Commerce Act, including those applicable to railroads under part I, to 
carriers under part II, to water carriers under part III, and to freight forv 
under part IV, shall be administered and enforced with a view to carry 
the declared national transportation policy. Your committee has a spe 
sponsibility to make sure that no legislation shall receive your approval 
would work in the opposite direction. 

ind ‘its obligation to implement and effectuate the nationa 

t Interstate Commerce Commission, in January 
| ces in the motor carrier indus 
ersons to present their views 
he Commission in a recor 
zes { After full co: \ 
ission issued its report in June 1950, and after ora 
ion 1 Ma 1951 The 
Sommission as i ) be affected by H. R. 3203 co 
proposes | ablish and enforce rules which w 
asing, by requiring that ; ases be in writing and for a peri 
not less than 30 d Lys, and would prohibit con pensatic nas Detween less 
t) ‘ 1; 


eS 


e bas f a division of the revenue. The proposed rules vy 
in the decision of the Supreme ¢ 
{ssor iationas \ United Niat 
rity of the Commissio1 
n that they represented a 
l that the p 
* the Supreme C 


I am sure, 


gone into effect. 


f authority to place any limit 
r any limitation upon the basi 
It is thus clear, beyond any 
1a pro} P this bill ask your committee to subst 
hat of the Interstate Commerce Commission in respect 
h falls squarely within the field of the Comm 
da matter which the Commission proposes to d 
heen upheld by the highest court in the land 
nsideration the proposition that approval of H 
tright repudiation of the Interstate Commerce Com 
, mpetent to deal with motor carrier regulation under part IT of 
act, and if you now approve the bill you will have repudiated the action of th 
Commission without awaiting the time when its proposed rules will have | 
so much as 1 day’s test in : al experience. 

The proponents of this bill insist that the practice of leasing on the bas 
single trip is necessary in order to make available to certificated common ca 
equipment needed to meet fluctuations in demand. But I submit to your cor 
tee that the significant characteristic of the trip lease is not that it makes a1 
able to certificated carriers the owner-operated truck, but rather that, under 
fiction of a trip lease, it makes available to a private trucker the right of 
certificated carrier to transport nonexempt traffic. The owner-operator trans 
porting nonexempt traffic under this practice is not an authorized common ca 
at all. He performs common-carrier service, to be sure—yet he has filed 
the Commission no application for, and has been granted no certificate of public 
convenience and necessity, as required by section 206 of the act. The Commiss 
has been furnished no information whatever as to his fitness, willingness, and 
ability properly to perform the service and to conform with the provisions of the 
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i 


as i 


} 
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Carrier Act and the requirements, rules, and regulations of the Commis 
hereunder, and the Commission has made no finding in those regards, as 
tired by section 207 of the act. The itinerant trucker operating under a trip 
is wholly unknown to the Commission, and the situation is such that he 

e held to no responsibility in connection with the service he performs. 

owner-operator who transports nonexempt traffic under the trip-leasing 
cement masquerades as a common carrier. He is in a position to escape 
effective regulation by the Interstate Commerce Commission with respect to 
requirements, hours of service, and otherwise, for he is here today and 
tomorrow; he is unknown to the regulatory authority, and the Commission 
found that as a practical matter it is impossible to impose upon him any 
ive regulation whatever. In view of the enormous number of trucks which 

. engaged in transportation of nonexempt products under this mushrooming 

tice of trip leasing, the statement is warranted that its continuance unabated 

prevent any effective application of part II of the Interstate Commerce Act. 

e proponents of the bill insist that a requirement that truck leases be for 
eriod of not less than 30 days will deprive the agricultural interests of the 

of the agricultural exemption contained in section 203 of the act. This 
ntion of the proponents will be dealt with by the witness who immediately 

s me, and I shall not deal with it at length. It seems perfectly clear that 

e statutory exemption from regulation of the transportation of agricultural 
ducts by motor carrier was intended only to cover—and I use the language of 
act—"“motor vehicles used in carrying property consisting of ordinary live 
fish (including shell fish), or agricultural (including horticultural) com 
ies (not including manufactured products thereof), * * *.” In actual fact, 
practice of trip leasing permits the carriage of nonexempt traffic by truckers 
to all intents and purposes are private carriers masquerading as certificated 
rs under the cloak of the trip lease. The position taken by the proponents 
R. 3205 with regard to the agricultural exemption really means that they 

d extend the exemption to the transportation by itinerant truckers of any 

wodity, whether agricultural or not. As the Commission has found, this 

ild effectively remove from regulation a great portion of the highway move 

if nonexempt commodities Surely the agricultural exemption may not 

mately be used as justification for a practice which in effect extends the 
emption to nonagriculitural products, so long as they be transported under a 
ease, 

he requirement that truck leases be for a term of not less than 30 days does 

mean at all that the truck is thereby made unavailable for the exempt move 

t of agricultural products. Thus, if an itinerant trucker were to move a load 

itrus, let us say, from a Florida point to New York and were to enter upon 

-day lease with a certificated carrier and depart the next day to the point in 

da with a load of household furniture, nothing would prevent the use of 

truck on an exempt basis for a second movement of citrus to New York. To 
ure, the second movement of citrus would be a movement by the certificated 
ee-carrier, and not by the itinerant trucker himself, but the point is that the 
ovement would be exempt, and could be made on any terms agreed upon be 
een the shipper and the carrier. 
I believe that this aspect of the matter has been obscured and may not 
senerally understood. It is an important point to be borne in mind by 
committee that entrance into a 80-day lease in no way withdraws or 
les the availability of the truck for the exempt movement of agricul- 
tural products, Therefore, we submit, the proposed 30-day requirement does 
not conflict with or tend teward a nullification of the agricultural exemp- 
tion It would tend to prevent the practical extension of the agricultural 
exemption to the movement of nonexempt traffic, and that is a result clear 
ly in accord with the intent of Congress in the enactment of the Motor Car- 
rier Act. 

A cardinal vice of the trip-leasing practice is that it effectively prevents 
policing by the Commission in respect of rebating. In this connection the 
proponents are at pains to point out that the trip-lease does not authorize 
or permit any departure from the duly published rates applicable to the 
movement of nonexempt products. This is true, but it does not reach the 
heart of the matter. To be sure, the certificated lessee-carrier is required to 
keep books in accordance with Commission requirements, and from its books 
the Commission can ascertain the basis upon which the transportation charges 
8 divided between the lessee and the itinerant lessor. But the itinerant trucker 
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operating on a trip-lease basis cannot be effectively subjected to any require 
ment with respect to the keeping of books, and there is no basis upon whj, 
the Commission can discover and police rebating through a return to +, 
shipper of some part of the lessor’s share in the transportation charge, T 
say the least, trip leasing leaves the door wide open for a malpractice of ¢} 
character, and that ought not to be permitted. 

Another witness to follow me will testify regarding the demoralizatio, 
of the rate structure which results from the trip-leasing practice, and I gs); 
be very brief as to that. The point is not at all that trip leasing permits 
departure from published rates for the transportation of nonexempt product 
1 have said that such is not the case. The point is that trip leasing render. 
impossible the establishment of motor carrier rates with due regard to thy 
cost factor. The Commission can of course ascertain the cost of the serviceo 
to the lessee certificated carrier, that being merely the percentage of the trans 
portation charge which he pays over to the itinerant trucker. But the (o) 
mission has no way whatever of ascertaining the real cost of the service rend 
by the itinerant. In a nutshell, it seems to me that the rate aspect of the matt 
comes down to this: A sound rate structure cannot be established and 
tained in complete disregard of cost, and due regard to cost cannot be attai 
with respect to motor-carrier rates if the practice of leasing trucks for sir 
trips be continued. 


mi 


I have sought in this brief statement merely to point out certain of the pring 
considerations which, as we believe, call for your rejection of H. R. 8208. I w 
be followed by other spokesmen for the railroads who, in their testimony, and 
in the statements filed by them for the record, will deal with the matter in ; 
much more comprehensive manner. Thus, Mr. Amos Mathews will devote his 
testimony particularly to the matter of the agricultural exemption and he \ 
be followed by Mr. Carl Helmetag who will deal with the subject at large 
way of concluding my own statement, I should like to summarize, in head 
fashion, the particular points I have sought to emphasize. 

1. Passage of H. R. 3203 would amount to renunciation and repudiatio 
the Interstate Commerce Commission in respect of action taken by it wit! 
the field of its peculiar competence. 


» 


Passage of H. R. 3208 at this time would represent hasty, ill-considered 


and out-of-hand repudiation of the Commission, in that the rules and regulatior 
proposed by the Commission have not yet gone into effect and have not been 
subjected to the test of so much as a day’s actual experience. 

3. The trip-leasing practice, which the passage of H. R. 3203 would perpetuate, 
is really a subterfuge in that it permits, under the guise of a trip-lease, the 
carriage of nonexempt products by truckers who are not common carriers 
ail, who have obtained no certificate of public convenience and necessity, a 
who are subject to no effective regulation with respect to responsibility f 
safety of their operation. 

4. It is not true that the 30-day lease will render owner-operator trucks un 
available for the exempt movement of agricultural products. 

5. It is true that the trip-leasing practice opens the door to rebating and for: 
closes any effective action on the part of the Commission to prevent it. 

6. It is further true that the trip-leasing practice tends to demoralization 
the rate structure, because no basis exists for ascertainment of the real cost of 
the service performed, an important factor in the establishment and maintenance 
of reasonable rates. 

7. Finally, perpetuation of the practice of trip-leasing through enactment of 
H. R. 3203 would be in derogation of the declared transportation policy of the 
‘ongress, which looks to fair and impartial regulation of all modes of publi 
transportation; to the promotion of safe, adequate, economical, and efficient 
service; to the fostering of sound, economic conditions in transportation and 
among the several carriers, and establishment and maintenance of reasonable 
charges for transportation services without unjust discriminations, undue pref 
erences or advantages, or unfair and destructive competitive practices; and to 
the encouragement of fair wages and equitable working conditions. By seriously 
impeding, if not wholly preventing effective administration by the Commission 
of the provisions of part II of the Interstate Commerce Act, the trip-leasing 
practice, which H. R. 3203 would perpetuate against the judgment of the Con 
mission, runs counter to each of the major objectives of the national transpor 
tation policy. 
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Mr. Preston. Now, Mr. Chairman and gentlemen, it has already 
been made abundantly clear to you that these rules proposed by the 
Interstate Commerce Commission, including the 30-day rule with 
which you are principally concerned, were “the outcome of a pro- 
tracted consideration of the entire problem on the basis of most 
exhaustive hearings and most exhaustive reports and argument before 
the Interstate Commerce Commission, the Commission’s action having 
been subject to review all the way through the Federal courts up to 
the Supreme Court of the United States and the Commission’s action 
having been upheld by the Supreme Court. 

As a matter of general background, by way of suggestion with 
respect to what seems to us is the sound approach to your considera- 
tion of this problem, I call attention to the fact that according to the 
findings of the Interstate Commerce Commission the enactment of H. 
R. 3203 would in practical effect undercut this endeavor by the Inter- 
state Commerce Commission to impose at least some measure of ef- 
fective regulation in the field of motortruck transportation. And I 
suggest that to pass this bill before the rules proposed by the Com- 
mission have so much as taken effect as yet would amount to a re- 
pudis ition on the part of your committee of the most carefully con- 
‘id lered action by the administrative tribunal eaandianely within 
the field of their particular competence. And I suggest that a pro- 
posal which may truly be characterized in that f: shion should be ap- 
proached with great caution and that such a course should be taken by 
your committee » only if you are persuaded by an overriding immediate 
necessity for the enactment of the bill and the substitution of legis- 
lative regulation in the place of administrative regulation. 

[ would like to say also that I do not think that action in repudia- 
tion of the Interstate Commerce Commission in the premises gains 
any strength or finds any support in such derisive comment upon the 
Interstate Commerce Commission or the courts of this land, includ- 
ing the Supreme Court, as emanated from certain of the witnesses 
here on behalf of the proponents. 

At this point, I should like to offer an observation which bears in 
particular upon some thoughts which you, Mr. Chairman, and other 
members of the committee expressed yesterday. It is clear to me that 
the presentation by the proponents at the beginning of these hearings 
with respect to this matter might be said to be in the nature of present- 
ing Hamlet with Hamlet left out. No one listening to that testimony 
on the subject would have gained any comprehensive appreciation 
of the real problem involved in respect to this bill. Anyone would 
have supposed on the basis of the proponents’ presentation that all you 
are confronted with is the matter of a loaded return movement to 
the point of origin for truckers toons in the transportation of 
exempt products to market. Now, nothing could be further from 
the truth. The Hamlet in this play is not the return movement, 
loaded, of a truck which has moved exempt products to market; the 
Hamlet in the play and the practice that constitutes the undermining 
vice at which the Interstate Commerce Commission seeks to aim some 
regulation is the itinerant trucking of products whether agricultural 
or not hither and yon throughout the countr y by trucks which are not 
in fact common carriers, have never applied to the Interstate Com- 
merce Commission for any authority to operate, have never been 
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found by the Commission to be fit, able, and willing to render a needed 
service, and who drive all over the highways of this country in “for 
hire” transportation under the coverage of a trip lease from a certifi- 
cated carrier. 

Now, I submit to you that the important feature in the trip 
is not that it makes available to a certificated carrier a vehicle @ N 
the transportation of commodities but, rather, that it makes availab 
to an unauthorized carrier the certificate which the Commission | 
granted to an authorized carrier. 

The pertinent feature of the trip lease is not the transfer of 
vehicle to the certificated carrier but the transfer to the operator 
the truck of the authority of the certificated carrier to operate. 
think that isa feature of this matter that ought to be made abundan 
clear. 

Now, with respect to this matter of the loaded-return movement 
mera products, the chairman and some other members of the coi 
mittee yesterday, if I correctly understo ve them, indicated that pos- 
sibly an approach to this problem might be taken along the line of 
demarcation between the true return movement loaded of a truck 
whic h h is theretofore tr: aeemeateal exempt products back to the po 
of de partare on the one hand and this roving itinerant practice 
(ransporting all sorts of commodities, whether exempt or nonexeny 
with respect to which you heard so much testimony yesterday. That, 
I think, is a very penetrating obser ition, Mr. Chairman. I think 
evinces an appreciation of the fact that this problem is not confined 
within the limits of the representations made by the proponents | 
but is a far larger and far more difficult problem than that. 

I wish to point out that the Interstate Commerce Commission its 
is approaching this matter along that very line of demarcation. The 
Interstate Commerce Commission has not been unaware of the situ 
tion with respect to the return movement of trucks which have there- 
tofore carried exempt products and, indeed, has treated that movem« 
in a category distinct from the general itinerant trucking all 
the country of exempt and nonexempt products alike under the trij 
lease device. I say that on the basis of this fact, that the Commissio 
has prescribed these rules. ‘They have not yet gone into effect b 
if permitted to do so, the Commission will in due course provide 
effective date for its rules. But in its rules it has included a provis: 
with respect to the return movement home of a truck loaded wit! 
exempt or nonexempt products from a movement which, to market, 

carried exempt products. And I say that on the basis of this pro 
vision of the rule. Section 207-4+—-A3 of the Commission’s rules says 

A lease shall specify the period for which it applies which shall be not | 
than 30 days when the equipment is to be operated under an authorized car! 
by the owner or employees of the owner, provided that for 6 months from the 
date these rules become effective, equipment specified in section 203-B6 of 
the act 
citing the act, and that is the hauler of exempt products— 
may be utilized by authorized carriers under contracts, leases, or arrangement 
applying for less than 30 days only under the following conditions: (1) that 
the equipment is being returned over reasonably direct routes from the destina 
tions of the shipments of the commodities specified in section 208-B6 of the Act 


the exempt commodities— 


or points intermediate thereto, the commercial zones of such destinations an 
intermediate points as defined by the Commission, to the origin of such shi 
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ments or points intermediate thereto, or the commercial zones of such origins 
intermediate points as defined by the Commission. 

So you see, gentlemen, the Interstate Commerce Commission in 
rescribing these rules has recognized the loaded-return movement in 
connection with an initial exempt movement of agricultural products 
s in a special category and has provided that its 30-day limitation 
with respect to the ‘duration of the lease shall not take effect until a 
period of 6 months following its taking effect with respect to the great 
preponderance of the itinerant movement, which has nothing whatever 

do with the trucker being able to return home with a load following 
; movement of exempt products. 

Now, the Commission, obviously, in providing a 6 months’ indul- 

nee with respect to the return movement, has been solicitous of the 

tuation of the trucker who in a true sense is really a hauler for the 
farmer of agricultural goods to market and seeks a return movement. 
That period is allowed to permit him to ascertain whether he can and 
to effectuate suitable arrangements for continuous operation under the 
0-day limitation if it becomes effective 6 months later. And I have 
no doubt that if that category of trucker should find it is not, in fact, 
possible or practicable to make a 30-day lease arrangement which will 
permit him to continue to transport agricultural products and obtain 
: return load on the basis of the 30-day lease, you need have no doubt 
that the Commission will further consider that problem. So I say to 
you that you may have confidence that the Commission has by no 
ans lost sight of the difference between that true return movement 
whieh the proponents would have you believe was the only thing 
nvolved in this matter and the roving itinerant movement of all cate- 
gories of products to any points in the United States by unauthorized 
carriers under the guise of trip leases. 

Now, one statement was made yesterday by a witness for the pro- 
ponents, one of the trucking interests, which I am sure represented an 
nadvertence. It was said in answer to a question from the bench 
that the published rates for the transportation of products by truck 
represent, as I understood the witness to say, only the maximum rates 
vhich may be charged and that the carrier would be free to depart 
from the published rates on the down side. That, I know, was an 
inadvertence, but it is entirely a mistake. The motor carriers may not 
depart with respect to nonexempt products from their published rates. 
They must charge the shipper the rate contained in their published 

riffs. I wanted simply to set that matter straight in the record. 
But in that connection I am solicitous to make it clear that the certifi- 
cated carrier moving agricultural products is not bound to adhere to 
any published rate whatever. The certificated carrier is as free as the 
trip leaser ever was to make any bargain that the parties agree upon 
= the charge that shall apply to the movement of exempt products. 

it does not follow at all from the prescription of a limitation epee 

he duration of leases that the agricultural interests are deprived of 
the benefit of their agricultural exemption. No limitation upon the 
rate to be agreed upon would obtain as between the shipper of exempt 
products on the one hand and the carrier on the other, and no limita- 
tion would obtain with respect to the destination to which the certifi- 
cated carrier might transport that shipment. The difference would 
he that the agricultural people would be dealing with an authorized 
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carrier as distinguished from a trip leaser, but they would be dealing 
on the basis of complete freedom as to the bargain to be struck with 
respect to the charge and as to the destination to which the product 
might be transported. 

Now, can you tell me, Mr. Chairman, how long I have been? I do 
not want to impinge on the time of the other witnesses. 

The Cuamrman. Well, you know how many witnesses you have 

Mr. Preston. Yes. I just do not know, with the clock behind me. 
how long I have been going. 

The Cyamaan. I am leavi ing it entirely to you. 

Mr. Preston. I shall make, then, Mr. Chairman, only one furt! 
observation and rely for the rest upon my written statement whic ch 
has been filed. That is the vice of unrestrained trip leasing with rm 
gard to the possibility of rebating. 

It seems clear to me that the present practice leaves the door wid 
open to rebating. ‘To be sure, as to the certificated carrier, he is re 
quired to keep books in accordance with Commission requirements, 
and the Commission can ascertain whether he has received the pub 
lished rate, has charged the published rate to the shipper, and cai 
ascertain what part of that rate he has retained for himself and w] 
part he has turned over to the itinerant. But the itinerant keeps 1 
books, and the Commission tells you there is no practicable way with 
respect to itinerant trip leases to impose any effective requirement wit 
respect to bookkeeping. So there is no way for the regulatory 
thority to know at all whether or not there is a rebate arrangement 
through the medium of a return to the shipper by the itinerant truck 
ers of a share in the charge made for the transportation servic 
rendered. 

Now, rebating is an insidious vice. It is a temptation where there 
is an opportunity for it, aggravated by considerations of competitio 
and pressure from shippers. And I submit that an attempt by th 
Interstate Commerce Commission to impose regulations which woul 
enable them to prevent such a practice ought not to receive the cor 
demnation of this committee. 

Mr. Chairman, with the understanding that there are a number « 
considerations in my written statement which I have not undertake: 
to touch upon in order to conserve time, that concludes what I hav 
to say. 

Mr. Crosser. I would like to suggest to the gentleman, if he will, 
that he extend his remarks in the formal] statement so that we will have 
his complete statement. 

Mr. Preston. I have asked, Congressman, that the complete state 
ment be incorporated in the record. Is that what you had in mind’ 

Mr. Crosser. Yes. I would like to have all you have to say. 

Mr. Preston. Yes. I understand my complete statement will be ii 
the record.” 

The Cuarrman. Are there any questions, gentlemen / 

Mr. Harris. Mr. Preston, I am somewhat interested in your state 
ment about this legislation being a repudiation of what the Interstate 
Commerce Commission has done over a long period of time. It seems 
to me that is the first important point you make as to the opposition 
to this proposal. Certainly you do not mean to convey to this com 
mittee the impression that the Congress should not consider whateve 
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tion the regulatory authority might take in the administration and 
interpretation of the laws which have been passed by the Congress; 
do you ¢ ° 

Mr. Preston. I certainly do not, Congressman Harris. I wish to 
onvey ho um pression that it is in: ippropriate for this committee and 
the Congress to consider with great care any action which may be taken 
hy the Interstate Commerce Commission and, of course, the action of 
Congress is superior and overriding with respect to anything that may 
be done by way of limitation or modification of what the Commission 
sees fit to do. 

Mr. Harris. You lay great emphasis on the point that should Con- 
ovess deem it advisable to pass this bill after proper consideration, it 
vould amount to a renunciation and repudiation of the Interstate 
Commerce Commission. 

Mr. Preston. Well, what I mean by that, sir, is simply this, that 
with respect to an administrative matter which the Congress has com- 
mitted to the Interstate Commerce Commission as a body particularly 
ersed in administrative regulatory matters, namely, the ewe 
tion and application of the Motor Carrier ~ t, in this particular in 
stance the Interstate Commerce Commision in ap proac hing wh: at it 
might do in order to bring order out of aed in the field of motor 
transportation has to an unusual degree devoted itself to hearing 
every possible point of view with respect to that matter, has given 
ihe most time-consuming and careful consideration to the matter, and 
has said in its report that unless it can bring about some control over 
his trip leasing through some limitation with respect to the duration 
of the leases, it will be unable to effectively enforce the Motor Carrier 
Act. 

Now. I may not have been fortunate in the selection of words, but 
what I mean to say is that in those circumstances to prohibit the 
Interstate Commerce Commission from imposing any limitation what- 
ever upon the duration of these leases will completely reject the con- 
sidered judgment of the Interstate Commerce Commission. 

Mr. Harris. When the Motor Carrier Act was passed, there was no 
specific authority given to the Interstate Commerce Commission 
regarding trip leasing: was there ? 

Mr. Presron. No specific provision in the act in regard to limiting 
the duration of leases. 

Mr. Harris. In fact, the Supreme Court said in its decision that 
t was the implied powers in the act itself which gave the Interstate 
Commerce Commission its authority; is not that right ? 

Mr. Preston. That is quite true. 

Mr. Harris. Then the Interstate Commerce Commission made its 
decision on the implied powers under the act, although it did not have 
ny specific authority on the subject ¢ 

Mr. Presron. Congressman, I think in that connection it is only 
fair to add that the Supreme Court upon review found that the action 
taken was well within the scope of the implied powers of the Inter- 
state Commerce Commission. 

Mr. Harris. That is the point I was trying to make. 

Now I will ask you this question: Is there any doubt in your mind 
but what many of these operators of trucks, particularly those oper- 
ting under the exempt provisions for agricultural produce, if required 
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to lease their trucks for a period of 30 days to some authorized car 
rier, simply could not comply ¢ 

Mr. Preston. Now, you ask me a question that I find difficult to 
answer, Congressman Harris. 

Mr. Harris. I am afraid they would find it difficult to operate, too, 

Mr. Preston. I do not say that may not be true, because I have ; 
basis for saying it may not be true. 

Mr. Harris. Let us see, as a practical matter, then, how it works 
out. If Iam a truck operator and you are an authorized carrier wit) 
a certificate from the Interstate Commerce Commission and I trans 
port a load of farm produce to market I want a back-haul movement. 
I come to you, you say “All right. If you will lease your truck to me 
for 30 days, then I can comply with the Commission’s rule and there 
fore I will give you a load.” I say, “Why, I cannot turn my truck 
over to you for 30 days. That would take it away from me for that 
period of time.” Now, what is going to be the result as a practical 
situation ¢ 

Mr. Preston. I would speculate that the result as a practical situa 
tion would be this, that many of the owner-operated trucks which carry 
exempt products to market would find it feasible to enter into a 30- 
day lease and continue in operation. I think if you find a trucker who 
is devoting himself exclusively to an occasional trip hauling exempt 
products to market—and I think there are not too many of them— 
and the rest of the time is going about his business at home, that he 
would be confronted with a situation where he could hardly contem- 
plate entering into a 30-day lease. 

Mr. Harris. That is true. But you know, as a matter of fact, there 
are people who do nothing but operate trucks in transporting farm 
produce to market, and that happens because many of the producers 
just simply do not have trucks; they do not have sufficient operations 
to permit them to provide their own trucks. 

Mr. Preston. I say, Mr. Congressman, it must have been precisely 
that consideration which led the Interstate Commerce Commission to 
make its distinction between the truckers of whom you speak and the 
itinerant trucker at large. 

Mr. Harris. I want to get to that a little later on, but I want to 
pursue this other matter that you laid so much emphasis on and get 
your views on this legislation with reference to the repudiation of the 
action of the Interstate Commerce Commission. 

In the first place, the act of 1935 itself provided the agricultural 
exemption provision specifically ; did it not? 

Mr. Presron. It did. 

Mr. Harris. In the second place, the Motor Carrier Act of 1935 also 
provided a nonrestricted augmentation provision of equipment; did 
it not? 

Mr. Presron. That is right. 

Mr. Harris. Now, the effect of the Interstate Commerce Commis- 
sion’s decision would be and must be construed to be in direct con- 
flict with those two provisions in some manner; must it not? 

Mr. Preston. I would not agree with that statement—certainly not 
in whole. 

Mr. Harrts. If it would prohibit the actual practice of augmenting 
equipment, then it would be in conflict ; would it not? 
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Mr. Preston. If I understood a good deal of the questioning by you 
the course of previous sessions of these hearings, you were con- 
erned to know how it came about that the Interstate Commerce Com- 
mission would so much as grant a certificate to a carrier who did not 
dertake to own any trucks for the movement of traffic and simply 
ted as a traffic manager. 

Mr. Harris. I am concerned about that, too, but I am also concerned 
whether Congress in considering this is repudiating what the Inter- 
state Commerce Commission might have done or whether the Inter- 
state Commerce Commission was repudiating what Congress had done 
| am equally concerned about both of them. 

Mr. Preston. Well, I will say this, that it seems to me that the 
Commission has indicated a very tender consideration of the freedom 
to be accorded certificated carriers with respect to the augmentation 
of their equipment, if they have any, and the substitution for it of 
rented equipment if they have none. Now, the Interstate Commerce 
Commission has not undertaken to say that these people must own 
so much as one truck; they leave the field entirely open to either a 
partial or an entire acquirement of their oper ‘ating fleet through the 
medium of leases. Now, they came to find that they are confronted 
with respect to these itinerant operators with the so-called trip lease, 
which is not in fact a bona fide transfer of the truck to the dominion 
- control of the authorized carrier but is merely a fictitious transfer 
by the authorized carrier of the rights of the lessees with respect to 
the transportation of property. 

Mr. Harris. I am not arguing at all, Mr. Preston, that the pro- 
vision of complete nonrestriction with reference to augmenting equip- 
ment is the best procedure—and, of course, experience has shown that 
that provision probably is going to have to be looked at again—I am 
simply asking for information now in view of the developments. 
Since Congress did provide that provision in the Motor Carrier Act, 
it seems to me it is a question of who is repudiating who. That is 
the point I tried to bring out here and get your views upon it. With 
reference to that specific provision, when the Interstate Commerce 
Commission acted under, as the Supreme Court said, its implied 
powers, what I am trying to find out is, if it does in fact permit the 
Interstate Commerce Commission to nullify the specific provision with 
reference to the augmentation of equipment, then it seems to me that 
is a consideration we should have before us. 

Mr. Preston. It seems to me on that point that the freedom of 
augmentation of fleet equipment was certainly not intended to make 
it impossible for the Commission to impose so modest a regulation 
as a 30-day requirement when they found it necessary to prevent essen- 
tial vices pointed out to you in the course of yesterday’s testimony. 

Mr. Harris. That may be true, but I was under the impression 
from the discussion that one of the reasons for this provision was 
that in time of emergency, at peak seasons, and so forth, when au- 
thorized carriers which serve a particular area did not have sufficient 
equipment to meet the public demand, they could then augment their 
equipment to meet that demand for service whether it was for 1 day 
or 100 days. As I interpret it, this demand for service is different 
from the usual and general service that that carrier is obligated to 
provide to the public, and it is to take care of the extra loads that 
would be imposed upon the carrier. 
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Mr. Presron. Yes. I think it must have been enacted in contem 
plation of the necessity for flexibility in order to meet fluctuating 
demands for the trucks. 

Mr. Harris. Now, you went through the proceedings before the 
Interstate Commerce Commission; did you not ? 

Mr. Preston. No. I was interested in them-——— 

Mr. Harris. You were not present, but you studied the record? 

Mr. Preston. Mr. Helmetag, who was one of our witnesses here 
this morning, went through all of those proceedings. 

Mr. Harris. Let me ask you this: In times of peak loads, in seasons 
where it is necessary to provide additional equipment to take care 
of those emergencies, particularly in the transportation of vegetables, 
cloes that demand last for as much as 30 days ¢ 

Mr. Preston. I am told—and the witnesses who will immediately 
follow me on the stand will undertake to show from instances. out 
of the Commission’s record—that the great proportion of the agricul- 
tural movement so far as the availability of trucks is concerned for 
that movement could be met under a 30-day lease. 

Mr. Harris. I represent an area where we grow a lot of peaches 
Lots of times when railroad transportation was provided, practic ally 
all of the movement was by rail. At the present time, the railroad 
transportation is not available and most of the movement is by truck. 
Now, I happen to know the peach orchard does not last for a period 
of 30 days. It does last in some instances for 2 weeks and in some 
instances 3 weeks. Now, it seems to me that the Commission is pro- 
mulgating a rule here that would prevent a service that a motor car- 
rier is obligated to perform for the public. What would be your 
reaction to that ? 

Mr. Preston. My reaction to that is this, that these fluctuating 
peak demands in different areas of the country do not occur simul- 
taneously in all parts of the country, and there is nothing to prevent 
a fluidity and flexibility in the supply of trucks through leases as be- 
tween certificated carriers on a 30-day basis. In other words, if a 
carrier is authorized to operate in an area where at a given season 
of the year there is a heavy movement of perishable products, he will 
have a fleet of trucks at his disposal ready to carry that movement: 
but when that season is over, he will, I presume, have at his dis _ 
a large part of his fleet with no need for it, which could readily be 
leased to authorized carriers operating in another part of the country 
where the peak movement was then taking place. 

Mr. Harris. That is a pretty good plan if it works out in the prac- 
tical situation, but the first thing you know you would find that the 
trucks are tied up some place else under the 30-day leasing provision 
and are not available to take care of the perishable crops. 

That is my concern. 

Mr. O'Hara. If the gentleman will yield, I was just going to sug- 
gest from my own knowledge of my own section of the country, when 
we are confronted with the movement of perishable goods such as soft 
corn, when the grain season is on, a lot of it is stored as grain, but 
when we come to our canning season where we have perishables that 
have to be moved in 24 hours or they are gone so far as the market 
is concerned—in those instances would the 30-day period do anything 
to excluude our normal operations? Because the most of this rush 
movement has to come within a 2- or 3-week period, or it is too late. 
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[am merely commenting on my own observation of the situation in 

y own part of the country. The 30-day period would eliminate 

the | use of a great many of these facilities which have grown up as a 

itter of custom over the last 20 years. 

“ie Preston. I readily understand your concern about that, and 
what I sought to point out, I believe be fore you came 1n—— 

Mr. Hesevron. In view of the questions Mr. Harris and Mr. O'Hara 
isked, 1 wonder if you would be willing to indicate whether you would 
be in favor of a 15-day period or a 14-day period? I ask that question 
very deliberately, because I agree with Mr. Harris and Mr. O'Hara 
that there are several possible interpretations. But one interpreta 
tion that I think is perfectly tenable is that this 30-day lease provision, 
even though it was not intended to destroy the agricultural exemp- 
tion, in fact, may well do it. 

| wonder if you would comment on that suggestion of a 14-day 
or a 15-day period ¢ 

Mr. Presron. May I answer that question on my own responsibility 
is an individual, without undertaking to say I am speaking for either 
of the associations I represent here, because 1 would not like to do 
that. But for myself as an individual I would say this: If the 30-day 
provision were left in effect with respect to all movements by trucks 
through the medium of leases, and if that were left in effect with a 
proviso that as to the return movement loaded to home base of a 
truck which has carried an agricultural product to market the limita 
tion should be 15 days, I for myself would see no reason why that 
should not be done. 

Mr. Harris. Another point which you have made here is on the 
question of compensation. Do you think as a matter of policy that the 
Interstate Commerce Commission should be given authority over any 
of the transportation industry on regulating the compensation which 
the industry pays for its equipment / 

Mr. Preston. I should think it would be highly important in many 
situations that it have such authority. It certainly has with respect 
to railroads. The easiest medium, I suppose, of all for rebating 
disguised rebating, is the matter of overcompensation for the use of 
equipment. 

Mr. Harris. Of course, the Interstate Commerce Commision does 
have authority on matters of rebating. 

Mr. Preston. It also has an authority with respect to the compensa 
tion which the railroads pay for any leased equipment. 

Mr. Harris. Which the railroads pay for what ¢ 

Mr. Preston. Any leased equipment. 

Mr. Harris. I seem to recall that we had some bill here a year or 
2 years ago affecting the compensation which should be paid by one 

railroad to another railroad for cars which were used belonging to the 
other railroads. I recall that there was loud objection raised to it. 

Mr. Preston. Now, let me try to clarify that subject, if I can, in 
brief compass, Mr. Congressman. I think I know what you have in 
mind, 

When I say that the Commission has complete authority to fix 
the compensation which railroads pay for leased equipment I am on 
sound ground. When the railroads lease special type equipment from 
private owners of that equipment the compensation is on a mileage 
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basis, and the Commission has authority to and frequently has inte; 
vened and prescribed the mileage basis for the compensation to |, 
paid for the use of the leased equipment. That is one thing. 

The other thing to which you refer has to do with the use by the 
railroads of one another’s cars in the course of interchange, with 
which the railroads could not operate at all as a national transport 
tion system. The railroads under the requirements of the law in fact 
must permit their cars to leave their lines and thus avoid the nece: 
for transfer of lading at junction points, which would disrupt a 
render impossible any effective transportation service. 

Now, the compensation by one railroad for the use of another ra 
road’s car incident to that interchange is commonly known as per 
diem because it is based upon a per diem rate as distinguished fro: 
mileage. The Interstate Commerce Commission has complete author 
ity to investigate, review and prescribe the rate of compensttio: 
between railroads on that per diem basis. Indeed, not long ; 
the Interstate Commerce Commission went through a protracted 
vestigation upon complaints from some railroads that the per die: 
rate was unreasonably high and from other railroads that the 
diem rate was unreasonably low. It had full hearings and issued a 
exhaustive report in which it found that in its judgment the per die: 
rate which had been established by the railroads themselves \ 
within the zone of reasonableness and it did not require a change | 
the rate. 

Coming to the bills of which you speak, I apprehend that you have 
in mind bills which would afford the Interstate Commerce Commis 
sion not an authority with respect to the compensation to be paid 
by one railroad for the use of another railroad’s cars, but authority 
to add to the « ‘ompensatory payment an arbitrary additive known as 
a penalty per diem, in our parlance. 

Mr. Harris. I was just wondering how the two were related so far 
as policy is concerned, with reference to the extending of authority of 
the Commission over compensation. 

Do you believe that the policy of leasing is absolutely necessary in 
carrying out our transportation policy and providing service to the 
public ? 

Mr. Preston. Are you speaking now with respect to motor carriers! 

Mr. Harris. Any of them. 

Mr. Preston. Motor carriers, railroads, or both? 

Mr. Harris. Both. 

Mr. Preston. Both. 

Mr. Harris. Yes, all of them. 

Mr. Preston. I should think so. 

Mr. Harris. It would be against the national] transportation policy 
as provided by law if there were a prohibition of leasing by the 
carriers ¢ 

Mr. Preston. Yes. If you were to prohibit the use by one railroad 
of another railroad’s cars, why, for all practical purposes you might 
as well pass a law that there shall be no more tr ansportation by rail. 

Mr. Harris. If that same policy is good in the railroad industry 
is it good in the trucking industry / 

Mr. Preston. I think that for the purposes of augmenting fleets, 
shifting the body of the supply to meet the requirements in different 
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parts of the country arising out of peak movements, that the leasing 
practice would be essential in the motor carrier industry; yes, sir. 

Mr. Harris. Do you have a minimum provision for leasing railroad 
equipment ¢ 

Mr. Presvon. As to the duration of the lease / 

Mr. Harris. That is right. 

Mr. Preston. No provision with respect to it, but nothing remote- 

esembling trip leasing has been involved in railroad operation in 

y respect whatever. 

Mr. Harris. Well, I appreciate that. But at the same time so far 
s the leasing provisions are concerned you have no requirement that 

must lease a car for 30 days. 

Mr. Presvon. Why, no. If you had such a requirement it would 

ean that if the car of another railroad reached the RF&P from 

e Atlantic Coast Line, bound for New York, it would have to stay 
under the dominion and control of the R. F. & P. for 30 days. 

Mr. Harris. Is that not precisely the situation with your truck 

asing ¢ 

Mr. Preston. Oh, I think not at all, sir. 

Mr. Harris. Well, I do not see it that way. Now, there is one other 
thing here about the Commission’s rule. You seem to qualify the 
ction here. I am asking for information about these things now, 
because I think they are important issues to be considered. 

You seem to think that the Commission itself took care of that by 
the third paragraph of section 207.4 (a) of the rule, under subpara- 
graph 1. That means, though, that these arrangements can only be 
brought about by application to the Commission, does it not? 

Mr. Presron. I am sorry; I did not understand the first part of that 
question. 

Mr. Harris. You read paragraph 3 of the rule, and subparagraph 
| under that rule. 

Mr. Preston. Yes. 

Mr. Harris. With reference to the action of the Commission. 

Mr. Preston. Yes. 

Mr. Harris. Regarding the agricultural exemption / 

Mr. Preston. Yes. 

Mr. Harris. It was contended here by some that the minimum 
requirement of 30-day leasing would take that truck completely away 
from agricultural use and leave it under the control for a full 30 days 
of that carrier which leased it. 

Mr. Preston. Yes. 

Mr. Harris. You say that the Commission took care of that in this 
rule, and that was not necessarily the fact. But as I read this rule, 
which you referred to, it says: 


it 


Shall specify the period for which it applies, which shall not be less than 30 
days when the equipment is to be operated for the authorized carrier by the 
owner or employees of the owner; provided that for 6 months from the date 
these rules become effective, equipment specified in section 208 (b) (6) of the 
act— 


which is the agricultural exemption provision— 


may be utilized by authorized carriers under contracts, leases, or other arange 
ments applying for less than 30 days, only under the following condition— 


which you read. 
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Now, that means that everyone who hauled a truckload of agricy| 
tural produce to market, who wanted to come back without leasing the 
truck for 30 days, would have to come to the Interstate Commerc 
Commission and make application for that, does it not ‘ 

Mr. Preston. That would not be my understanding of it 

Mr. Harris. What does the word “applying” mean ‘ 

Mr. Preston. I may be wrong. It is leases or other arrangement 
applying for less than 30 days. 

Mr. Harris. That is right. 

Mr. Preston. That means to me leases for the duration of anyth 
from one to 29 days. 

Mr. Harris. But he has to make an application to get it. 

Mr. Preston. I do not see anything to that effect, sir. 

Mr. Harris. What does the word “applying” mean, then / 

Mr. Presron. The word “applying” modifies “arangements.” 
means leases or other arrangements. It is the same thing as saying 


Leases or other arrangements for the duration of less than 30 days. 


Mr. Harris. It would appear to me that the word “applying” wou! 
mean that they would have to come to the Commission. 

I note with interest your comment as to the Commission taking 
care of this situation in the past. 

Mr. Preston. Mr. Congressman, I am quite sure that the meaning 
and intent of that language is that with respect to the situations to 
which this proviso applies it means that leases may be made on any 
thing from 1 up to 30 days or more. It takes the time limitatio 
out of the mig = 

Mr. Harris. Without having to go to the Commission ? 

Mr. Beheron, Without having to go to the Interstate Commerc 
Commission for a period of 6 months. 

Mr. Harris. How long? 

Mr. Preston. For a period of 6 months following the time wh« 
the rule shall have been made effective with respect to leases utilized 
in other than return movements. 

Mr. Harris. What happens after 6 months? 

Mr. Preston. That, of course, remains to be seen. All the point 
that I sought to make in that connection was to point out that 
Commission itself is activated, as evidenced by this provision, by a 
acute awareness of the possible difficulties involved with respect to 
the true return movement, and has provided this additional period to 
ascertain, I take it, whether these people do or do not find it possible 
to make satisfactory arrangements within the 30-day provision, and 
to consider the matter further if they find it not possible. 

Mr. Harris. I am just wondering what the attitude of railroads 
and other types of transportation in the country would be if they were 
looking forward to what the Interstate Commerce Commission might 
do 6 months from now in connection with their operations. 

Mr. Preston. Well, we all find ourselves in that situation not in- 
frequently, Mr. Congressman. 

Mr. Harris. You do not share that confidence in the Commission at 
all times, do you, Mr. Preston ? 

Mr, Presron. I take no position that the Interstate Commerce Com 
mission is infallible. I do say, however, and all I say in that regard, 
is that when it is proposed by legislation to override the considered 
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udement of the body which the Congress has established for the 
xercise of its judgment in that field, that, to resort to a legal manner 
f speaking, the burden of proof lies with those who ask that you by 
egislation do away with the action proposed by the administrative 
hod. 

Mr. Harris. I have just one more question. I am sorry to have 

en so much time. 

Did I understand you to say that you had some very great feeling 
bout the possibility of trying to work out some demarcation re- 

ing the two problems which have been brought to our attention 
ere: 

Mr Preston. I said this, Mr. Congressman, or meant to say this, 

ice | may not have made myself clear: The overriding vice in this 
rip-leasing practice is not the bona fide return loaded movement of 
a trueker who has carried ee products to market. The over- 

ng vice is the itinerant trucker who is going all over the country, 

was testified, on the basis of trip leases, hauling whatever he can 
get to haul on the basis of a trip lease, and carrying on that operation 
ompletely beyond the reach of any real regulation by the Interstate 
Commerce Commission. 

Mr. Harris. I oe you full well in your explanation as to 
what the problem was, but I did not understand your suggestion, if 
ou made any, as to how it might be met. 

Mr. Preston. As to how it might be met? 

Mr. Harris. Yes. 

Mr. Preston. Well, I was asked with respect to a suggested 15-day 
mitation, with regard to the true return movement to home base 
of the truck that had carried the agricultural products. 1 was forced 
to constrain my answer to the expre ssion of a pe srsonal opinion. 

Mr. Harris. I understood that. 

Mr. Preston. I said that in my opinion as an individual, and 
certainly not particularly competent in the premises, but having lis- 
tened to all that has been said here I would think that would be a 
reasonable solution of this difficulty. 

Mr. Harris. You do not think you could prohibit one phase of the 
activity and at the same time permit the other phase of it, as was spe- 
cifically provided in the act? 

Mr. Preston. May I have that question again ? 

(Question read by reporter. ) 

Mr. Preston. That is to say, to permit continued trip leasing with 
respect to the return movement following the initial agricultural 
movement? Is that what your question was? 

Mr. Harris. My question is: Do you think that the so-called gypsy 
operations, which were referred to yesterday 

Mr. Preston. I have not used that term. 

Mr. Harris. I know you have not, but that was the way it was 
brought tous. It is this movement all over the United States without 
regard to the exe mption provision. Do you think that could be appro- 
priately regulated, like authorized carriers and other operations, and 
at the same time permit the intention of Congress with reference to 
the agricultural exemption to continue? 

Mr. Preston. I think there would probably be involved a good 
many administrative headaches and a certain degree of calaaine ness 
introduced, if the trip lease were continued to be permitted with 
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respect to the real return movement back to where he came from 
of the trucker who has initially hauled agricultural products to mar- 
ket. But I think that it could be handled that way. I do not see 
why not. 

Mr. Harris. You do not think that we ought to require absolutely 
an empty truck return when it might be possible to get a retun 
load ¢ 

Mr. Preston. I think that if it is possible to work out an arrang 
ment which would avoid that result and at the same time control the 
vices involved in the unregulated trip-leasing practice, that that wou 
be fine. I am quite confident that the Interstate Commerce Commis 
sion is solicitous to bring about some result which will not unduly 
impinge upon the bona fide trucker of the exempt product to market, 
and his return load. As I say, that is evidenced at this stage of the 
game by this 6 months’ indulgence with respect to that kind of a 
movement. 

Mr. Harris. Thank you very much, Mr. Preston. Thank you, Mr. 
Chairman. Iam sorry to have used so much time. 

The Cuarrmman. Mr. Dolliver. 

Mr. Douiiver. I had a question. Mr. Preston, I was not not able 
to get to hear your entire statement, but I do understand you repre- 
sent both the American Association of Railroads and the American 
Short Line Association. 

Mr. Preston. My regular position is with the Association of Amer- 
ican Railroads, but I was asked by the Short Line Association to 
speak for them as well at this hearing this morning. 

Mr. Dotxiver. So the views of the railroads with respect to this 
legislation are pretty well expressed by your statement, 1 take it. | 
have not had an opportunity to read it over. 

Mr. Preston. I do not know how well expressed it is, sir, but it is 
intended to express the views of the entire railroad industry. 

Mr. Dotiiver. One thing which has troubled me a little with re- 
gard to this legislation is this. H. an 3203 applies only to two provi- 
sions of the ex parte order No. MC 

Mr. Preston. Yes. 

Mr. Do.iiver. Namely, with respect to the duration of the lease and 
also as to the amount of | compensation. 

Mr. Preston, Yes. 

Mr. Doxuiver. It does not apply to any other portion of the pro- 
posed order. Do you consider that those two provisions which are 
eliminated or would be eliminated by the passage of this bill are the 
very heart of this order? 

Mr. Preston. I think that without those provisions the other pro 
visions would be largely ineffectual. 

Mr. Dottiver. So actually the passage of this law, to put it a little 
bluntly, would “gut” the order ; i is that true? 

Mr. Preston. That is our view of it, sir. 

Mr. Dotaiver. Now I observe that in the drafting of this ex parte 
order—and I am reading now from the exemption part of the order, 
paragraph 207.3, paragraph B, where it says 

Equipment utilized wholly or in part in the transportation of railway-express 
traffic or in substitution of motor for rail transportation of railroad freight 
moving between points that are railroad stations on railroad billing— 
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and also— 


Equipment utilized by an authorized carrier in transportation performed pur- 
suant to any plan of operation approved by the Interstate Commerce Commis- 
sion in a proceeding arising under section 5 of the Interstate Commerce Act 
and there are some other exemptions there. 

Do I understand correctly from my cursory examination of this 
ex parte order MC-43 that motor equipment owned by the railroads 
is exempted from the operation of this order? 

Mr. Preston. Well, Mr. Congressman, if they were owned by the 
railroad there would be no question involved with respect to leasing. 

Mr. Dotitiver. Wait a minute. You mean by that that the railroads 

ever lease their equipment ? 
Mr. Preston. The railroads do not, so far as I know, lease out 
motor equipment utilized by them in supplementation of their rail 
service. Now, if a railroad undertakes to transport commodities from 
point of origin to point of destination in over-the-road movement, 
not connected with rail movement, but a true motor movement, in com- 
tition with the ordinary highway trucker, it is not my understand- 
ng that that exemption would apply to any such thing as that. And, 

th respect to a rail movement in a rail-owned truck or a rail-leased 
truck over the highways, origin to destination, in competition with 
ordinary motor carriers, it is fully subject to all the requirements of 
the Motor Carrier Act. 

Mr. Dottiver. But do I understand that that kind of a thing is not 

ie by the railroads? 

Mr. Preston. I think it is done to a minor degree. Now, I hate to 

ce this approach to any question, but here for the first time I am 
bound to say that I would like to refer that question to Mr. Helmetag, 

will follow me on the stand, and who is far more familiar with 

s use of motor carriers in supplementat oa of rail service than I am. 

. Detxiiver. I think you can see what I am getting at, Mr. Pres- 

The thing that puzzles me about this | is why the railroads ar 
rested in this order at all, because it does not apply to them. 

Mr Preston. I see. Well, now, Mr. Congressman, with respect to 
that, the point is that the railroads desire an overall system of trans- 
portation regulation in this country, whether it be water carriers, 

otor carriers, railroads, or freight forwarders; under any one of the 

ur parts of the act. They desire an overall system of regulation 

hich will afford a basis for competition subject to fair and impartial 
regulation, as is contemplated by the express terms of the declared 
transportation policy of the Congress. 

Now we say that we are interested in control of this trip-leasing 
practice for this reason: Not because it would have any tendency to 
deprive the farmer of the benefit of his agricultural exemption, for we 
think it would have no substantial tendency in that direction; but we 
do apprehend, and the Commission has found, that as long as the 
— arrier industry operates in a chaotic fashion that is ‘brought 

bout by the trip lease it is impossible for the Commission to super- 
vine and establish a rate structure in the motor-carrier industry which 
suitably takes into account at all the cost factors, because under the 

cireumstances of trip-leasing practices they are unable to ascertain 
with any degree of dependability what the cost of the motor-carrier 


services is. 
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Now, we say we are interested because we wish to compete with th 
motor carriers upon the basis of an established, sustained, depend 
able and properly supervised rate structure in the motor-carrier 
dustry. If under that kind of regulation it turns out as a resu 
competition that certain classes of traflic more prope rly, more econo 

ically and more efficiently move by truck than by rail, we say tha 
shoul | move by truck rather than by rail. But if on the other ha) 
the economic factors and the consideration of expedition and eff 
ciency fall in favor of the rail movement, we say that the railroad 
should have that movement and that the choice should be pred 
upon fair and impartial regulation which, with respect to the n 
carrier industry, the Commission says is a virtual impossibility 
long as the uncontrolled practice of trip leasing continues. 

Mr. Dotiiver. Now, I do not know whether you will agree with 
my lmpression of the statement you have just made is or not, | 
take it, as 1 understand your meaning, that the railroads have 1 
rect interest in this order except as it affects the general rate str 
and that your operations are not going to be directly affected 
except in that rate structure. 

Mr. Presron. Well, now, Mr. Congressman, permit me to answer 
you in this way: The selfish interest of the railroads—and I do not 
use that term in any invidious sense, but 1 mean the factor in the 
uation which affects the self-interest of railroads—is the aspect of 
the situation which I spoke of. However, the railroads employ a ver) 
large number of officers and employees in this country, who have o 
casion day in and day out to travel the highways of this country 
to be sure, they are interested in the safety of the highways for the 
transportation of themselves and their families. There is that factor 
in the situation. 

But my point would be this: That the interest of the railroads 
in the matter would seem to me to be of less concern to the members 
of this committee than the validity, if there be validity, in the reasons 
it advances why you should not enact this bill. 

Mr. Do.uiver. If we are to believe the testimony which was intro 
duced here previous to today, the establishment of this order or the 
enforcement of it will ultimately destroy a large part, if not all, of 
the itinerant trucking industry, which will mean that the trucking 
industry or trucking operations of this country will be then carried 
on by the so-called nonitinerants, by certific ‘ated carriers. 

Mr. Preston. It would be carried on by certificated carriers, who 
have obtained from the Commission a certificate on the basis of 
showing of their fitness, ability and willingness to render a needed 
service. We will say that is where it should be carried. 

Mr. Dorzaiver. Who are subject to regulation so far as the rates al 
concerned, also? 

Mr. Presron. Yes, sir. 

Mr. Douiiver. Does not this order provide, as it is written, that the 
rates may be controlled by the Commission on these itinerant carriers ! 

Mr. Preston. No, Mr. Congressman; not in the sense of the rate 
charged the shipper for the rendition of the service. These proposed 
regulations have no rel: itionship to that. T hey do have a relationship 
to the basis of compensation. That is the point. 
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Mr. Dottiver. I am sure you are right. I misspoke myself in ask- 
ing that question. I think that is all, Mr. Chairman. ~ 

The CuatrMAN. Any further questions? 

Mr. Rogers. Mr. Chairman? 

The CHamMAN. Mr. Rogers. 

Mr. Rogers. Mr. Preston, I would like to have your opinion with 
reference to the legal status of the relationship which exists after a 
trip lease is entered into by the parties. What is the legal responsi- 

lity of the parties? By that I mean, does the principle of principal 
ind agent or master and servant apply ? 

Mr. Preston. Since that question was so much discussed earlier in 
the hearings, Mr. Congressman, I have given thought to it. I have 
not had an opportunity to make any research with respect to it. My 

ght is that the law in that matter is in a fuzzy condition. 

My own approach to the matter has always been that if the owner 
of a truck leases himself and his services to a certificated carrier, that 

e then became the agent, if not the employee, of the certificated 
carrier. The truck in legal theory now, as distinguished from the fact, 

connection with a trip lease becomes subject to the domination and 
control of the certificated carrier, and that is the relationship which 


thou 


results. 

[ have heard it said—and I was impressed by one of the most ef- 
fective witnesses, it seemed to me, who appeared here yesterday, ex- 
pressing his view—that the relationship would be that of an inde- 
pendent contractor. I am not able to tell you what the law is with 
respect to that relationship, sir. 

Mr. Rogers. Now, is it true or not that after the lease is entered 
nto the itinerant trucker, as you referred to him—not a gypsy, and I 
m glad you did not use that word—is amenable to the rules and regu- 
lations of the Interstate Commerce Commission ¢ 

Mr. Presron. As a matter of law, Mr. Congressman, that is un- 
questionably true. As a matter of law. But it amounts to a legal 
fiction only in the case of the trip lease. 

Mr. Rogers. Well, this itinerant trucker is supposed to comply with 
all the rules and regulations of the certificated motor carrier with 
whom he has entered into a lease. 

Mr. Presron. He is supposed to do it, but there is no way in the 
world that. the Commission can require him to do it, can make him do 
t, or see that he does do it, because he is here today and gone tomor- 
row. He is in this relationship with this lessor of his equipment only 
for one trip, and the Commission cannot possibly, so they tell your 
committee, see to it that although legally amenable they in fact do 
become amenable. 

Mr. Rogers. Why can the Commission not penalize this certificated 
carrier if he violates any of the rules and regulations, so as to bring 
them within their jurisdiction ? 

Mr. Preston. The difficulty is not in reaching the certificated car 
rier. The difficulty is ascertaining and finding out about the violation 
of its requirements, which are brought about through overlong driv- 
ing and through imperfect condition of equipment operated on the 
basis of a single-trip lease. 

Now, surely the Commission can reach the certificated carrier, but 
in practical effect the certificated carrier with respect to this trip 
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leasing is nothing on earth but a broker. He sits in his office and }, 
keeps in touch with where there are available loads, and he says in 
effect to a trucker-owner who says, “I would like to have a load on 
trip-lease basis.” 

“All right. Here is a load from point A to point B. T will tun 
that business over to you for a commission of 20 percent of the trans 
portation charge.” 

Now, what kind of a transportation industry operation is that, | 
ask you? But that is the way this trip-leasing thing does work. 

Mr. Rogrrs. Do you not believe the Commission ‘could correct al] 
these irregularities which you speak of if they would enforce the pro 
vision of holding the certificated carrier accountable for every viol e 
tion of the rules and regulations ? 

Mr. Preston. Well, they can hardly hold the certificated carrier a 
countable for what the certificated carrier himself is in no positio 
to control under the trip-leasing practice. The certifieated’ carrier 
under the trip-leasing practice sits in his office. A trucker calls him 
up and says, “I am here with a truck and I would like to get a load.” 
The certificated carrier says, “Go around to 1519 X Street. There 
a load there going to Milwaukee. Tell that man you have leased your 
truck to me and that you are going to perform that transportatior 
for me.” 

He does not see the truck. In many instances he never sees the 
driver. He ry a telephone conversation with him. The stuff is 
loaded and off goes. The Commission cannot find out whethe 
he drives only 10 — or whether he drives 20 hours without closing 
his eyes in slumber. 

Mr. Rogers. Does the Commission not require some report from t] 
certificated carrier as to the provisions of trip leasing ? 

Mr. Preston. They require no report of the making of trip leases, 

far as I am advised. They do require that the trip lessor keep 
books in accordance with their regulations, which would disclose th 
number of trip-lease transactions entered into. 

Mr. Rogers. I have just one other question, Mr. Chairman, and | 
will be through. 

I understood one of the witnesses either yesterday or the day be- 
fore—and I think it was Mr. Lane—to say that in the event this order 
would go into effect and required a 30-day lease that that truck, during 
those 30 days, could not be used to haul exempted property. 1 under 
stand from your statement you say it can. 

Mr. Preston. No, if Mr. Lane said that, and I did not so under 
stand his testimony, Mr. Congressman—— 

Mr. Rogers. I so understood it. That is the reason I want it 
cleared up. 

Mr. Preston. I am sure that was a mistake. The certificated car 
rier is entirely free to haul agricultural products on an exempted basis 

without any regulation as to the bargain to be struck between the 
carrier and the shipper with respect to the charge and with complete 
freedom as to the destination to which the product may be carried. 
That is as true of the certificated carrier as it is of the owner-operated 
truck, which has never entered into any lease at all, making an initial 
movement of exempted products. 

Mr. Rogers. Certainly in that case he would be absolutely obligated 
to the certificated carrier, would he not? There is no question about 
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that. In other words, take a man who hauls a load of oranges from 
Florida to New York. — 

Mr. Preston. Yes, sir. 

Mr. Roerrs. And he makes a 30-day lease of his truck. 

Mr. Preston. Yes. 

Mr. Rogers. Your statement says he can come back to Florida. 

Mr. Preston. That is right. 

Mr Rocers. And that he can haul another load of oranges back. 

Mr. Presron. That is right. 

Mr. Rocers. But he would have to do it not as an itinerant trucker 
but as a certified lessee carrier. 

Mr. Preston. That is correct, sir. As the agent of the certified 
carrier he would operate, but the terms under which that transporta- 
tion is carried on would be free from regulation. It would be an 
exempted movement with respect to the charge and the destination. 

Mr. Roerrs. But under the jurisdiction of the certificated carrier. 

Mr. Preston. That is correct. 

Mr. Roerrs. Thank you, Mr. Chairman. 

Mr. Heseiron. Mr. Chairman. 

The Cuatrrman. Mr. Heselton. 

Mr. Hesevron. As these hearings have developed, I recalled that 
there was a report submitted by the Transportation Association of 
America to the Congress entitled “Sound Transportation for the 
National Welfare.” I thought there was in it some interesting 
discussion of this particular problem. 

[ assume you are familiar with that. 

Mr. Presron. I am very sorry, sir. I did not hear what it was. 

Mr. Hesevron. I think it was published in February of this year 

the board of directors of the Transportation Association of 

America. 

Mr. Presron. I am sorry to say I have no close familiarity at all 
with that. 

Mr. Hesevron. I would be interested in having you make any com- 
ment you wish on certain portions of it, because I think they are 
rather significant in terms of the statement you have made this 
norning. 

Several of the panels dealt with this particular exemption, and the 
railroad panel covers it quite extensively. It says in part: 

These exempt truckers have raided heavily the business of the railroads. As 
n illustration the Florida railroads are greatly dependent upon the movement 
of Florida fruits and vegetables. In the 1945-46 season, 16 percent of the move- 
went of this traffic was by truck, and the next year it rose to 22 percent and then 
to 31 percent, and the 1948—49 season was 53 percent. The movement by truck 

iring the 1948-49 season was the equivalent of 80,914 cars. This truck move- 
ment was very largely by exempt truckers. 

They went on to recommend that the exemption should be altogether 
removed, although they point to another section to take care of the 
farmer and the fisherman, to go to the market. 

Now, turning to the highway panel, they come up with a much 
lifferent recommendation, saying: 

We believe it is neither necessary nor practicable to attempt to regulate these 
rimary movements. The damage to the regulated carrier could be largely 
removed with services regulated beyond the primary market or concentration 
point. Such an exemption would also be in harmony with the action renerally 
taken by the States on limiting exemption of agricultural products. 
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As I recall, the investors’ panel agreed with-the highway panel. 
Then when this got to the policy board, they went into considera}. 
detail on it and said: 


If we were to recommend a solution based upon purely economic grounds we 
would propose that these exemptions be stricken from the law. However 
do not wish to deprive the farmer or the fisherman of the privilege which jp 
make available promptly the seasonal transportation he requires. We theref 
conclude that the exemptions should be continued but that the exemptior 
motor-vehicle movement should be strictly limited as originally intended ; nan 
from the area of production to the primary market for the farmer or f 
fisherman. 


W 


Finally, in another part of the Board’s statement there was a nota 
tion where they pointed out the terrific conflict within the memly 
of the association and made a note that the recommendations had be 
sent back, indicating that even among those very able people, as late as 
February of 1953, there is almost a despairing attitude toward the 
solution of this particularly difficult problem. 

The main thing I had in mind was that it seemed to me that t! 
action of the railroad panel or the recommendation of the railroad 
panel was predicated definitely upon the alleged injury to the rail- 
roads by reason of competition from carriers operating wnder the 
exemption. 

As I understand it, it is fundamental in terms of congressional 
action that there has been no intention to protect or promote one kind 
of transportation in this country as against another. It has been 
generally accepted in the industry itself. In fact, there is a bitte: 
protest when anybody suggests we should do something based solely 
upon the impact of a policy on one of the units in our transportatior 
system. 

I should like to have you comment as to whether it is a fair co1 
clusion that the railroads’ position arises, as was indicated in this 
panel report, mainly because of the alleged inroads by those who 
qualify under this exemption on the business of the railroads them- 
selves. 

Mr. Preston. Well, Mr. Congressman, my answer to that is “No.” 
The position of the railroads with respect to the matter before you 


otaeniaaee: and the thing that activates the railroads with respect to 
the matter before your committee, is as I stated earlier in my testimony. 


If you are asking me what the attitude of the railroads is with 
respect to retention, elimination, or restriction from the law of the 
agricultural exemption itself, I would be glad to state my impression 
in that regard, but I think it is not stric tly pertinent to what is before 
your committee on this bill. 

It is my understanding that the position of the railroads—and the 
TAA does not speak for the Association of American Railroads or the 
Short Line Railroad Association—that the position historically has 
been about that stated by Senator Wheeler in the course of hearings 
yesterday; namely, that it should be restricted to its origina] intent 
and not go beyond a permission to farmers to carry their own prod 
ucts and the products produced by their neighbors to the market, to 
the primary market, and to come ‘pack home with products they find 
available at the point of the primary market, either for their own 
use or for the use of their neighbors. We think that was the real 
original intent of the exemption, and we think that its extension 
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beyond that has been an unjustified thing, and we are not in favor 

of the exemption beyond the limitation which I have indicated. 

Mr. Hesevron. Well, the railroad panel had this additional para- 

graph to say, which all deals, as I understand it, with this particular 
exemption. This is page 190: 

The railroad panel also believes that the law should be so amended as to make 
t perfectly clear that the regulations provided in the statute for common con- 

ct carriers by motor vehicle cannot be voided and defeated by a subterfuge 
such as the practice of trip leasing. 

[| take it that is in accordance with your own conviction and your 
own statement here ¢ 

Mr. Preston. That is correct, sir. 

Mr. Heseuron. With the modification that you did indicate, as I 

iderstand it, that this 30-day period might in fact work very ad- 
versely so far as the true purposes of the exemption are concerned ; 

ind that, speaking personally, you would be willing to see a 14- or 15- 
day period substituted for it. 

Mr. Preston. Well, I said this on that score, Mr. Congressman, 
and I was careful to say that I spoke only for myself and not as rep- 
resenting anyone else— 

Mr. Hesevron. I understand. 

Mr. Preston. If it were felt that great hardship would be ew 
I did not see any insuperable impediment to the application of 
15-day limit with respect to a truly defined return movement follow- 
ing an exempted movement. 

Mr. Heseiton. That is all, Mr. Chairman. 

Mr. Tuornperry. Mr. Chairman? 

The Cuarrman. Mr. Thornberry 

Mr. Tuornserry. Most of the questions I had in mind this morning 
have been answered in the responses to other questions of members. 

[ wanted to direct my question, Mr. Preston, to that portion of your 
testimony where you were good enough to correct the impression 
[ received from the response to my question about the published rates. 
Let me ask you this—I believe the gentleman responded to my ques- 
tion on common carriers. Are there any certificated carriers, other 
than common carriers, who can engage in executing trip leases with 
these itinerant truck operators who are able to charge a rate less than 
a published rate, or who do not have to publish their rates? 

Mr. Preston. Not to my knowledge. 

Mr. Toornperry. No kind of contract carriers ¢ 

Mr. Preston. Oh, you mean the contract carriers. A contract car- 
rier does not have to operate under published rates at all. He is not a 
common carrier, 

Mr. Tuorneerry. That is right. Is he not a certificated carrier, 
though ? 

Mr. Preston. He is not a certificated carrier, but he is a carrier 
required to obtain a permit as distinguished from a certificate, in 
order that he may operate. The permit imposes upon him a mod- 
erated degree of regulation as compared with the regulation appli- 
cable to the certificated common carrier. 

Now, with respect to what he may charge for his service, that is 
a matter of contract. Unless I am mistaken, the only requirement 
with respect to his charge is that he shall file with the Commission 
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the minimum rate that he will charge for his service. He may jo: 
go below the minimum, but he is free to go as much higher as he ¢, 
get the man on the wer side of the bargain to go. 

Mr. TuHornperry. That was the point I was trying to get at. 

Do you know, roe your knowledge of the transportation busin 
whether these contract carriers engage in trip leasing? 

Mr. Presron. May I ask my associate the answer to that questio: 

I am told by my associate that some do, but that it is not a practic 
so widespread among the contract carriers as among the certificate 
common carriers. 

Mr. TuHornperry. That is all. I surely do thank you. 

The Cuarrman. Mr. Carlyle. 

Mr. Cartyie. Mr. Preston, some of the witnesses have told us 
motor transportation on the highways at this time is in a very d 
organized and chaotic condition. Do you take that position ! i 

Mr. Presvon. I certainly do take th: it position. From the stand 
point of s afety, I take that position in view of my own experiences ¢ 
the highways myself. With respect to the chaotic condition of t! 
industry, in the matter of the unbridled and destructive competit 
resulting from this trip-leasing practice, I take that position upon 
the finding of the Interstate Commerce Commission in that regard, 
after its exhaustive hearings. 

Mr. Cartyie. Of course, there are many different reasons which are 
the cause of the present plight, which make it chaotic. Would yo 
consider the exemptions which have been provided for unmanufac- 
tured fish and unmanufactured farm commodities to be a minor or a 
major contributing factor to that condition ? 

Mr. Preston. I would consider that those exemptions, coupled wit! 
the availability of the trip lease, are an important but probably not 
the most important factor which brings about the chaotic conditio 
of which we speak. 

Mr. Caruyte. It is, perhaps, one of the most minor factors, would 
you not think ¢ 

Mr. Presren. I would say this: The overriding thing, as I sought 
to make clear earlier, is not the movement of agricultural or other 
exempted products to market and the return movement with a load. 
The overriding thing is the itinerant use on a trip-lease basis of 
privately owned trucks driven by their owners or by a driver employe: 
by the owner, to go anywhere in the country on the basis of no more 
stable relationship to an authorized carrier than a lease which begins 
when he takes off and ends when he gets there. 

Mr. Carryix. All right. Now my question is this: Would you not 
think that these conditions to which you referred as chaotic could be 
corrected without disturbing the exemptions now given to unmanw- 
factured farm commodities and unmanufactured fish ? 

Mr. Presvon. I would think, Mr. Congressman, that it ought to be 
possible to bring under control the trip-leasing practice and at the 
same time impose upon the true return movement, restricted to the 
return movement of a truck which has previously hauled agricultural 
products to the market, a modified degree of regulation, if it be found 
that the full degree of regulation would as a matter of fact impede 
the operation of the agricultural exemption. 
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Mr. Cartyie. Well, if the return load should be taken into con- 
sideration in connection with the farm commodities, would not just 
a few days—say 5 days rather than 15 days or 30 days—in your opinion 
be sufficient ¢ 

Mr. Preston. Well, Mr. Congressman, that calls upon me to set 
myself up as a pretty precisely informed person as to the matter at 
and. 

Mr. Carty.e. I understand. 

Mr. Preston. I would not know whether it should apply for 5 or 
idor 15 days. 

Mr. Cartyie. I understood you to say, when you mentioned 15 days, 

jit you were expressing only your own persons al opinion. 

“Mr. Presron. That is quite correct, sir. 

Mr. Cartyie. And you were not speaking for the organization ‘ 

Mr. Presron. For myself I would not know whether a 5-day limi- 
ation would be sufficient, or whether it should be 15. 

Mr. Cartyie. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions, gentlemen / 

Mr. Bennerr. Mr. Preston, directing your attention to the 30-day 
easing requirement only insofar as it affects safety, do you believe the 
Commission would have better control over the itinerant gypsy oper- 
ator whether he is operating under a 30-day lease or under a 24-hour 
lease ¢ 

Mr. Preston. No. It is my profound conviction, sir, that the Com- 
mission would have a far better, a far more nearly adequate measure 
of control with respect to safety matters under the 30-day requirement 
than under a short leasing requirement. 

Mr. Bennerr. Why? 

Mr. Preston. For this reason, that under the trip lease the itinerant 
trucker merely ascertains from the certificated carrier whether the 
certificated carrier knows of a load which he might transport under a 
division-of-revenue basis between the carrier and the trucker. If the 
certificated carrier says “Yes; I do know of a load of” what have you 
“to be moved from this point to Buffalo,” then presumably the intin- 
erant trucker says “Well, if I transport that, how will we split the 
revenue?” And let us suppose the « ertificated carrier says “T will take 
20 percent and you take 80 percent,” and the itinerant trucker says 
“O. KK. Where is the load? Let us consider I have leased my truck 
and my services to you for the purpose of that trip, and I wall go and 
pick it up and take it where it is going.” And so he does. He goes 
a picks it up and takes it where it is going, and when he gets to 
where it is going and unloads it, he has no longer any rel: ationship to 
the certificated carrier. 

Let us take the other side of the picture—— 

Mr. Bennerr. Before you leave that, let me ask you this question: 
whether the lease was for 5 d: ays, 10 days, or 30 days, the Commission, 
because of its lack of an enforcement staff, would not know any more 
about that itinerant trucker than they would if he made a 24-hour trip 
lease, would they, until after the arrangement had been completed ? 
| am just talking about safety; I am not talking about stability, eco- 
nomics, or anything else. I am talking about looking at this thing 
from the safety angle, which is one of the angles which has been 
stressed here. 
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Where would the Commission be in a better position to police the 
itinerant operator insofar as safety is concerned whether he is on 4 
24-hour trip or whether he is on a 30-day arrangement ? 

Mr. Presron. For the duration of that lease, that truck would be 
operating within the limitations of the certificated carrier’s authority 
with respect to routes, the destinations that may be reached, and so 
forth. 

Mr. Bennett. Is he not apt to do that, anyway ? 

Mr. Preston. But only for the one trip. Now, if he is under a 
stable relationship at least. to the extent of a 30- day lease, the Com 
mission can ascertain who these trip leasers are who are engaged | 
the certificated carrier and can find’ ways and means to see that rid 
certificated carrier inspects that vehicle properly, requires that logs 
be kept by the driver to indicate whether or not he observes the speed 
limits and logs to indicate whether or not he has the required rest 
period. 

Mr. Bennerr. Cannot they do that same thing without the 30-day 
lease arrangement ? 

Mr. Preston. No; not on a catch-as-catch-can basis of the man bei: 
here today and gone tomorrow. 

Mr. Bennett. Why not? 

Mr. Preston. Because it is like trying to regulate a flock of grass 
hoppers. You do not know where to look for them. 

Mr. Bennetr. The carrier who makes this arrangement with t 
gypsy operator knows where to look for him; does he not ? 

Mr. Preston. He knows where for one trip. 

Mr. Bennerr. But cannot the Commission require exactly the same 
thing of the itinerant operator, whether he is operating on a single-trip 
basis or whether he is operating on a 10-day, 30-day, or 60-day basis! 

Mr. Preston. As a matter of paperwork, yes, sir; as a matter of 
practicality, no, sir. 

Mr. Bennerr. As a matter of practicality, let me ask you this ques- 
tion: if the certificated carrier who is unscrupulous does not want to 
follow the rules and regulations of the Commission, is not there just 
almost as much opportunity for him and the itinerant operator to 
violate the safety rules we are discussing whether they have a 30-day 
or have no lease at all? 

Mr. Preston. Well, if you assume that, the point comes down to the 
matter of temptation. The trip leasing certificated carrier knows per- 
fectly well that the Commission cannot supervise these operations on 
a trip-lease basis, and there is no urge upon him to impose a proper 
degree of supervision himself, because he knows the thing cannot be 
detected and that he won’t be held accountable. But if, on the other 
hand, there is a stable relationship between the two and the probability 
that the Commission will ascertain violations, then the certificated 
carrier will no doubt undertake to see that the requirements of the 
Commission are complied with. 

Mr. Bennetr. But the Commission—I want to get this clear on the 
record from your standpoint—presently has the power irrespective of 
this 30-day requirement, they do have the power and the authority, to 
require the certificated carrier to see to it that the itinerant operator 
with whom he makes that arrangement complies with the safety regu- 
lations of the Commission ; is that not true? 
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Mr. Preston. They have the legal authority and the legal power 
to do that and the authority and the power which they find themselves 
under the trip leasing practice impotent to exercise. 

Mr. Bennetr. All right. Your position boils down to this, that 
in order for the Commission to enforce its safety rules on these 
itinerant operators, it ape require 30-day leasing; is that not true? 

Mr. Preston. Yes, si 

Mr. Bennett. ener somebody comes in next week and says in 
order to do this you have to have a 60-day lease or a 90-day lease or 
a 6-month lease. What would be your position then, or what do 
you think the Commission’s position should be ¢ 
' Mr. Presron. I cannot undertake to say what the position of the 
Commission would be. 

Mr. Bennetr. What would be your position ? 

Mr. Preston. My position would be that the requirement ought to 
be such as will enable the Commission effectively to supervise the 
safe operation of these vehicles on the public highways. I would 
not undertake to say whether it should be 30, 45, or 60 days. 

Mr. Bennerr. Or 6 months? 

Mr. Presron. I would not undertake to say that; no. 

Mr. Bennetrr. What about the economic factors? Insofar as the 
railroads are concerned, what is the most important consideration 

oe which you base your objection to this legislation? Is it the in- 
ability of the Commission to enforce its safety. regulations or the eco- 
nomic impact that the passage of this bill might have on the rail- 
roads or other carriers who are in competition with these itinerant 
vypsy carriers ? 

Mr. Preston. As I said earlier in my testimony—and I presume be- 
fore you came in—from the standpoint of economic considerations, 
of direct interest, without using the word in any invidious sense, what 
might be termed the selfish interests of the railroads is their desire 
to be permitted to compete with the trucking industry on a basis of 
fair and impartial regulation, looking, among other things, to an 
operation in both industries on the basis of a st: tabilized and properly 
supervised rate structure. 

The Commission tells you in its report and findings with respect to 
this matter that so long as the trip leasing practice continues un- 
restrained it is not in a position to supervise and see to the establish- 
ment and maintenance of a reasonable and stabilized rate structure 
in the motor carrier industry. So we are in the position in large mea- 
sure of being compelled to compete on the basis of an ineffectively 
regulated rate structure in the motor carrier industry and a most 
searchingly regulated rate structure in the rail industry. That, from 
the economic standpoint, is our interest in this matter. 

We are not oblivious to the safety factor involved as ordinary 
human beings and as corporation officers and employees, who must of 
necessity use our public highways, being subjected to the hazards in- 
cident to travel on the public highways. 

The Cuamman. Are there any further questions, gentlemen ? 

Mr. Youncer. Just one question, 

Mr. Preston. I do not know whether you want to leave the record 
the way I understand it, which would carry the inference that the 
carriers who use trip leasing are a very irresponsible group; that 
they may receive a phone c all from somebody they do not know any- 
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thing about and he says “ I have an empty truck and I want to make , 
trip,” and this supposedly responsible certificated carrier says “Yes, 
I have a load down here at X Street going to Buffalo. W il} you go 
down and pick it up?” Now, he never heard of the man before, }ie 
does not know anything about him, and he tells him to go dow ind 
pick up a very valuable load of merchandise which this certifi cated 
carrier is responsible for, and he may be a thief and he may i tak 
ing the mere -handise out and putting it on the market, and there jis 
nothing to indicate where it goes because there is no record of it. Do 
you mean to say these responsible certificated carriers would count: 
nance such an agreement as that ? 

Mr. Preston. I am very glad you asked that question, because 
would like the record to be clear on what ] understand to be the i 
plication drawn from what I said. 

Mr. Youncer. That is the point I want to clear up in the record. 

Mr. Preston. I am glad you called attention to the matter and 
thereby afford me an opportunity to clarify it. 

My point in making this illustration was to bring out the practices 
which may be indulged in under the situation as it obtains today. 
But what I said was not intended to carry the implication that al] 
certificated carriers who utilize vehicles on a trip-lease basis are irre- 
sponsible people. Not at all. Indeed, I am quite sure many certifi 
cated carriers under the situation as it obtains today, owning sub- 
stantial fleets of trucks, do from time to time supplment their fleets 
through trip leases and recurring trip leases with the same man ove1 
and over again, and I would not impute any degree of irresponsibility 
to those people whatever. I am quite sure they could equally well sup 
plement their fleets on the basis of a 30-day lease, but T meant no 
imputation overall upon certificated carriers who, in whatever degree, 
indulge in the trip-lease practice by way of supplementation from 
time to time of their fleets. 

Mr. Youncer. And that most trip leasing is done at least with 
truckers they have previously had business with or whom they know? 

Mr. Preston. Very frequently; yes. I would not be able to give you 
a mathematical division on that, of course, but very, very frequently 
not so at all. 

The Cuarmman. If there are no further questions from the com 
mittee, I wish to direct 1 or 2 questions to you. On my part it will 
be very brief. You have now been on the stand for 2 hours. 

In the first place, I want to take some exception to your statement 
in which you say: 

I submit for your consideration the proposition that approval of H. R. 3203 


would represent an outright repudiation of the Interstate Commerce Commission 
as a body competent to deal with motor carrier regulation under part II of the 


act * ¢ ©, 

That is a terribly wrong indictment of the intention of the sponsors 
of this legislation. 

You must bear in mind, Mr. Preston, that some of us have sat 
on this committee for a good many years, and we have had an oppor 
tunity to see a good many things happen with reference to transpor- 
tation as affecting the railroads. affecting motor carriers, affecting 
forwarders. 
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| started a few moments ago to look at the acts, just to reiterate 
ome of the legislation that has gone through this committee at the 
suggestion of the railroads—and I confine it to that because that is 
for whom you are speaking—that would qualify under the language 
vou have used as “repudiation of the Commission.” 

If I had attempted to consider the Transportation Act and the fea- 
tures that are in it, aside from all of the other legislation that we have 
passed, it would take longer for me to reiterate it all and explain its 
significance and its importance and the reason this committee gave it 
onsideration than the time you have taken to present your statement 
to the committee today. 

I do not take it that when the Congress wishes to lay down a policy 
t is thereby repudiating or expressing any thought that the ICC is 
not competent. It is a declaration by Congress on a question of policy, 
That is peculiarly within the jurisdiction of Congress. These agen- 

ies that have been set up as regulatory agencies have only been set 
up for the purpose of carrying out congressional policy. Congress 
ould have done it all if it had been practicable and convenient for it 
to do so. There is nothing that the Commission does that is not 
nherent in the power of Congress to have done originally itself if it 

iad wished todo so, But recognizing the impracticability of Congress 
with its manifold duties to deal with details, it has very properly set 
ip these regulatory bodies. And never let us lose sight of the fact 
that there is no regulatory body set up but what it is a creature of the 
Congress as its agent to carry out the policy of the Congress. 

Mr. Preston. May I respond briefly to that observation ? 

The CrarrmMan. I will finish in just half a minute. 

So that when Congress sets up rules, regulations, and standards that 
may be considered in the class of policy, it is not because it does not 
have confidence in the competency of the regulatory bodies but merely 
to indicate to those bodies the lines along which it wishes those 
particular agencies to pursue their regulatory powers. 

Take the Transportation Act. I partic ipated in the drawing of 
that act, and I know whereof I speak. In drawing that act—and I 
do not say it in a derogatory sense—it was a perfectly proper thing 
for the railroads to be present and participate in the framing of that 
basic policy, but all through the consideration they expressed them- 
selves as to what should be in it either by authorization or by limitation 
or restriction so far as the agency itself was concerned, and that was 
written into the act. That carrier which you represent was here 
asking us to write that sort of thing into the act; it was asking us to 
leave out—all of which was a recognition of the power of Congress 
n the designation of the regulatory body to carry out the will of 
Congress. 

So that when this comes before us, I think it is very improper to 
charge the sponsors of this legislation, which include myself, for whom 
[ am not speaking now, with having a desire to repudiate or express 
a lack of belief in the judgment or competency of the Interstate Com- 
merce Commission. Such is not the case. We recognize that there 
was written into that act an exemption for the benefit of farmers. It 
is perfectly appropriate for us to consider legislation dealing with 
that subject, particularly so in view of the fac: ‘that it is a part of the 
Motor Carrier Act. 
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So I hope you and those for whom you speak will have in mind tha 
there is no desire upon our part to el a in the sense of being 
based upon incompetency, the action of the ICC but merely a desir. 
to lay down the policy under which they are to conduct themselves 
their jurisdiction as a regulatory body. 

Mr. Presron. Yes, Mr. Chairman. I am glad to be afforded q, 
opportunity once more to try to elucidate on what I intended and d 
not intend by the seemingly unhappy language in my prepared state. 
ment on the score to which you refer. 

No one knows better than I that the administrative agencies, sy 
as the Interstate Commerce Commission, are the servants and the 
agencies of Congress set up to effectuate the policies established by 
the Congress for their guidance. And a policy which has been estal) 
lished by the Congress is reflected in the enactment of the Moto: 
Carrier Act of 1935, and the Commission, I take it, has been operating 
under an injunction from the Congess to effectively apply that act. 

Now, all I mean to say, Mr. Chairman, is this and no more. I mea 
to say with respect particularly to the matters before us that the 
Commission has exhaustively studied this subject and has found and 
reported that if the practice of trip leasing is to continue unabated, 
it will be in no position to effectively administer the Motor Carrier 
Act. Now, all I mean is that the proponents of this bill asked your 
committee to forward legislation which would reject that conclusioi 
of the Interstate Commerce Commission before its proposed regula 
tions have had so much as a day’s trial in practice. And all I meant to 
indicate was that the burden of proof, to say the least, rests upon the 
proponents of the bill when they ask you to foreclose a regulatio 
which the Commission finds essential to its effective administratio 
of the act. 

And I should like, Mr. Chairman, for it to be understood that the 
unhappy language—unhappy in view of the interpretation which 
seems to be put upon it—was intended to convey no more than that. 

The Cuarrman. I do not wish to pursue it any further. You have 
expressed yourself; I have expressed myself, and I guess we unde1 
stand our respective positions. 

I would like to say that some outstanding pieces of legislation su 
as the long and short haul, the Bulwinkle bill, and the division of 
rates, just to mention a few, were matters that circumscribed the fixed 
regulatory powers of the Commission, and there was no thought on 
the part of anybody suggesting that legislation that we were thereby 
doing so because of incompetency on the part of the ICC but merely, 
as I have said, to declare the policy. 

Now, with reference to this idea that Mr. Rogers asked your legal 
opinion on, we have had it expressed here that the relationship exist- 
ing between these itinerant carriers and the certificated carriers is 0! 
a fuzzy character. In other words, some have an opinion that there 
is a principal and agent situation ; another apne has been expressed 
that it might be a relationship of an independent contractor. And this 
morning we had even had it mentioned that it might be a master-and- 
servant relationship. And they have very properly said that the law 
under those circumstances does seem to be fuzzy when you start to. 
fix responsibility as between the itinerant carrier and the certificated 
carrier. 





TRIP LEASING 263 


Do you think, if this committee saw fit to fix the responsibility by 
enactment, it would be out of its jurisdiction to do so, or should we 
leave the law fuzzy as it is? 

Mr. Preston. Oh, I certainly think it would not be without your 
‘urisdietion, and I should think if the C ongress should determine that 
the matter requires clarification, the Congress would appropriately 
clarify it. 

[ am sorry I am not able myself to offer any considered opinion 
as to what the answer is with respect to that relationship. 

The CuarrMan. Well, I can readily appreciate the difficulty it would 
be to give a so-called curbstone opinion on a matter of that importance 
But a member of the committee yesterday asked me frankly about it. 
I said the suggestion had been made, it was that of an independent 
arrier, although I was not particularly impressed with it. Also the 
suggestion was made it was the relationship of principal and agent, 
with which I was more impressed. But I did not think it was the 
master and servant theory which has been mentioned here this morn 
ing. That is a new one. 

However, just one more question. Would this rule, if it is put into 
effect, have any monetary effect, favorable or unfavorable, upon rail 
road receipts ? 

Mr. Preston. You ask me a question that involves something of an 

mponderable, Mr. Chairman. I would expect this, that over the long 
mul the evolution and maintenance of a properly stabilized and prop- 


erly adjusted rate structure in the motor carrier industry would enable 


the railroads to compete on a fairer basis for traffic as between them- 
selves and the trucking industry. Now, whether competing under 
those conditions the trucks would gain more or the railroads would 
gain more I would be wholly unab le tos: ay. Our point in that connec 

tion is that it would establish a basis of fair competition and, if the 
trucks profit thereby, well and good and, if we profit thereby, well 
and good. 

The Cuatrrman. Under those circumstances, in your opinion, would 
t help or hinder the monetary returns to the railroads? 

Mr. Preston. It would, in my own estimation, probably help in that 
the railroads would be afforded an opportunity to compete with a 
suitably regulated industry rather than one that is operating under 
more or less chaotic conditions today. 

The Cuatrman. I do not want my question to infer that the rail 
roads should not be interested in or opposed to legislation according to 
how it would affect their financial welfare. 

Mr. Preston. I understand. 

The Cuarrman. I am merely asking the question in my effort to find 
out why an appearance is mi ade in opposition to a bill that on its face 
applies to the motor carrier industry and does not affect the railroads 
in the operation of the railroads. And I was not able to follow you 
entirely as to whether your appearance was in any way due to their 
interest in the safety of the officers, directors, and employees in travel- 
ing on the highways as a result of this legislation. 

Mr. Preston. I mentioned that only to make sure there was no im- 
plication of an indifference on the part of the railroads to the factor 
of safety. 

The Cuarrman. I appreciate the railroad does not have an indiffer- 
ence toward safety, although sometimes I think in the opinion of some 
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as to its opposition to legislation that has been offered in this com 
tee on questions of safety there has been a feeling they were not 
much interested in the safety of their employees as they should ha 
been. 

Mr. Preston. On that score I will only say this, that. where yoy 
find the railroads opposing regulations pertaining to safety in the 
own fields of operation, the r: ailroads’ opposition was prompted | 
their belief that the legislation will not, in fact, promote but 
rather, on the other hand, harm the overall sa fety of railroad operatio 

The Cuarrman. That may be true. I am not attacking your ny 
tives. Iam not saying that the railroads, the motor carriers, the labor 
unions, or anyone else affected by legislation has not a very prope 
right to advance its own interest. I do not think that is an improj. 
motive to explain the presence of witnesses, certainly, before congre: 
sional committees. 

I have no further questions at this moment. 

(re there any further questions ¢ 

f not, that will be all, Mr. Preston. We thank you. 

n fact, sometimes I have taken occasion to explain to wit 
that when they are kept on the stand an undue length of time, in thi 
opinion, by questions, they should consider it as a comp sliment 
cause the committee is of the opinio n that the witness knows somet! 
of what he is talking about and it is their desire to find out 
ana anon the subject. So it is a compliment to you that this « 
mittee has kept you under examination for a period of nearly > 
in od lit ion to the nearly one-half hour taken up on your own th 

Mr. Presron. It is very kind of-you to say that. 

The Cuarmman. We appreciate very much the frankness with \ 
you have spoken and the effort you have made to bring to the attent 
of the committee features you feel are of paramount importa 
the consideration of the committee. 

Mr. Preston. Thank you very much. 

The Caiman. Now. gentlemen, I have a tremendous prob 
bearing down on me. The proponents of this legislation, including 
their time and the time taken in questioning, have had 4 hours of ¢ 
time of this committee. The opponents have had approximately 101, 
hours. There is a disparity, therefore, in the time. That dispar t 
has not been the result of the opponents having an undue recognitio! 
The most of it is due, I think, to the questioning of the committee 
which has taken up that amount of time. So I would like the pro 
ponents to know you cannot charge the opponents with this situation. 
althought there is a desire on our part to equalize as far as we can thy 
opportunity of presenting the respective viewpoints. 

Now, the proponents have submitted to me a list of 12 witnesses 
whom it is their desire to have heard. Much against my will, 
beginning to come to the conclusion we cannot finish this today. whic 
I am certainly anxious todo. Iam doubtful whether any new matte! 
can be brought to our attention as a result of arguments for or against, 
but I realize that valuable help can be given to ) the committee, parti 
ularly in the discussion by witnesses who have followed the statement: 
that have already been made by the opponents directing their atte 
tion to what already has been said by the proponents and answering 
what they have said. On the other hand, if there are arguments that 


ads 
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ave not been presented that are new, I do not want to prevent any- 
bod) from making that type of argument. And when it comes to 
a hearing of the proponents, I think they could very well profitably 
Jevote their time to answering the arguments that have been made by 
the opponents of this legislation, and in that way the committee will be 
nformed. 

What we can do this afternoon I do not know. We are going to 
continue to hold sessions this afternoon in the hope that at least dur 

g the general debate on the floor we would have the opportunity of 
continuing this hearing in order to conclude today if it 1s at all possi- 
ble. 

Who will be the next witness? 

I must say this, I think, in all fairness, that it will be necessary for 
me to say that we must give time to the proponents this afternoon. | 
do not see how we can be fair to both sides without recognizing their 

ght, after 2 days, to have the privilege this afternoon of presenting 

arguments. 

Who is the next witness ? 


STATEMENT OF AMOS M. MATHEWS, ATTORNEY FOR THE 
ASSOCIATION OF WESTERN RAILWAYS, CHICAGO, ILL. 


Mr. Marnews. Mr. Chairman, my name is Amos M. Mathews. 
am attorney for the Association of Western Railways, Chicago, Ill. 

Mr. Chairman and members of the committee, I appear today on 
behalf of the Association of American Railroads and its member rail 
roads to speak in opposition to H. R. 3203. I have prepared and there 


has been distributed a written statement, and I would like to ask per- 
mission of the chairman to have it incorporated in full in the record. 

The CHarRMAN. You have that privilege. 

Mr. Maruews. I would like to read a considerable part of it which 
pertains to matters which I do not believe have been brought spe- 

cifically to the attention of the committee. I will, however, in read- 
ing, skip certain paragraphs which I will designate, which are merely 
cumulative in the matter under discussion. 

May I say just one more prefatory remark? If in one or two places 
I do seem to be repeating what has been said, that is merely transi- 
tional matter to focus what I am trying to say next upon the issue. 

The Cuarrman. Let me say what has been the hope of this com- 
mittee since this session opened; that is to have the witnesses file their 
main statements with the committee 5 days before the hearing and 
then, on the hearing day, confine their remarks to. say, 15 minutes of 
summary of what they consider the important features of the main 
speech. 

I take it that what you have in mind to do now is to follow, in some 
measure at least, that desire of the committee. 

Mr. Maruews. That is correct. 

My statement will be devoted principally to discussion of the ob- 
jections advanced by the agricultural interests to the Commission’s 
rules. There has been some misunderstanding of the application of 
the rules, and I shall first speak briefly of that. The rules will not 
affect in any way a truck operator who carries for hire only livestock 
or agricultural products exempt from regulation under section 203 
(b) (6) of the Interstate Commerce Act and who does not carry for 
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hire nonexempt commodities. There are many thousands of that class, 
Fhe rules will not affect. in any way the right of a farmer to use his 
truck occasionally to carry property for hire. That right is given to 
him by section 203 (b) (9) of the act which exempts— 


the casual, occasional, or reciprocal transportation of * * * property by mot; 

vericle * * * for compensation by any person not engaged in transportation } 

motor vehicle as a regular occupation or business. 

A farmer, or anyone else, can haul any type of property for hire jf 
he is within the scope of that exemption. That permits a farmer occa 

sionally to haul livestock or crops of his neighbor for hire, and to 
carry back for hire machinery, feed, or anything else. The rules wi 

not affect the exemption from regulation in section 203 (b) (4a) of— 
motor vehicles controlled and operated by any farmer when used in the trans 
portation of his agricultural (including horticultural) commodities and products 
thereof, or in the transportation of supplies to his farm. 

The rules will not affect the right of a truckowner to lease a truck 
without a driver to a regulated carrier, and of course will not apply 
to a lease of a vehicle with or without a driver between two persons 
neither of whom is a regulated carrier. 

The reason I mentioned the rule above there was that it refers to 
the testimony of Congressman King. I submit that under Mr, King’s 
statement, when he sends his own truck loaded with his produce to 
Chicago or some distant market, he does not need a trip lease. He can 
under the e xemption simply make a bargain and carry back property 
for hire, because he is not principally engaged i in the transporting of 
property for hire, and the movement he mentioned to the distant 
market was only occasional. 

The Commission’s rules will apply to a transaction whereby a truck 
owner without authority under part II of the act leases his vehicle 
with a driver to a regulated carrier. In such a case the lease must 
be in writing and for a minimum of 30 days. That will prevent what 
is known as trip leasing. The agricultural interests and others sup 
porting the bill are opposed to the abolition of trip leasing. They assert 
that a truckowner without authority under part II, carrying exempt 
commodities in one direction, must travel empty in the reverse direc- 
tion unless he has the right to carry nonexempt freight by means of 
a trip lease with a regulated carrier. The first thing wrong with this 
claim is that it overlooks the fact that many thousands of unregulated 
truckers carry exempt commodities in both directions. I think Mr. 
Scott pointed that out fully. The Commission’s rules do not apply to 
such operations. However, the proponents of the bill contend further 
that the 30-day lease rule w ‘ill prevent the exempt commodities haulers 
from obtaining a return load of nonexempt freight in case he wants it. 
They say that the one-w ay trip lease is an absolute necessity in order 
to assure the carrying of a payload of nonexempt commodities on the 
return trip. 

I shall undertake to show that this contention is not true as a matter 
of practical operating fact. In the entire course of the hearing before 
the Interstate Commerce Commission there was no proof that would 
support this contention. Instead, all of the evidence before the Com- 
mission relating to this type of traffic showed that it is being conducted 
either under leases of 30 days or more or under recurring trip-lease 
operations which in practical effect last for more than 30 ens Such 
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evidence, as well as other evidence, is convincing that within all rea- 
onable compass the traffic composed of exempt commodities in one 
Jjirection and manufactured goods in the other, now being moved by 
ihe trip-lease method, can be carried at least as well under the Com- 
mission’s rules. 

| shall skip the next paragraph, for the sake of brevity. I now go 
io the middle of the page 4 of my written statement. 

| shall first refer to the evidence before the Commission relating to 
the transportation in one vehicle of exempt agricultural products in 
one direction and nonexempt commodities under lease in the reverse 
direction. There are in the record illuminating examples which make 
t plain that the 30-day lease rule will not interfere with this traffic. 

| might interpolate here and say that I am now about to summarize 
and quote very briefly from the transcript of the record before the 
Interstate Commerce Commission. My written statement contains ap- 
propriate transcript references, which I will not repeat here; but the 
words I use are taken from the record in condensed form. In a few 

ases I have made direct quotes. 

One such example is the transportation of livestock from the West 
io Chicago in vehicles of exempt owner-operators and the return move- 

ent of manufactured commodities in the same vehicles under lease 

toa carrier having authority under part II of the act. The evidence 
on that subject in the hearing before the Commission was furnished 
by P. J. Walters, assistant to president, American Transit Lines, of 
Chicago, Tl. 

[ also should make clear that the testimony I am about to summarize 
was given by motor carrier executives and others who were opposed 
to the exercise of this rule-making power by the Commission. 

Mr. Walters testified as follows. His company ordinarily operates 
approximately 100 pieces of equipment, of which about 15 percent are 
owned by the company. The men who operate vehicles for the com- 
pany as lessors on an owner-driver basis work for the company regu- 
larly. Many of them have been so working for more than 2 years. 
Mr. Walters had been with the company for 2 years and he knew 
that many of the men then regularly engaged as owner-operators were 
so engaged before he came to the company. 

Here is something that seems to me to be very significant in his 
testimony. The owner-operators and the regular employees of the 
company take regular turns in carrying the company’s traffic, and one 
cannot make any more round trips per week for the company than the 
other. A large percentage of the company’s business is iron and steel 
products. Owner-operators who work for the company bring live- 
stock from the west to Chicago and the company utilizes their vehicles 
on the return trip to haul iron and steel products. There is a regular 
movement of trucks transporting livestock from the west into the 
Chicago market and the company has regular movements of steel out 
on the livestock trucks westbound. Most of the owner-drivers are on 
long-term leases, 75 or 85 percent of them. In the opinion of Mr. 
Walters that is a better way of handling the traffic than through trip 
leasing. 

The foregoing is the only evidence in the record before the Commis- 
sion relating to the transportation of livestock in one direction and 
manufactured commodities in the reverse direction. It shows that this 
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company is conducting its transportation of manufactured commmod 
ties by long-term leases, that the company prefers to do business j) 

that manner, and that the arrangement is satisfactory to the owne: 

operators since many of them had been working regularly for this 
company for more than 2 years. 

Mr. Walters expressed opposition to any regulation that would 
prohibit the use of cattle haulers on the westbound movement of ste 
But it is clear that the 30 days leasing rule would not do that. Unde: 
the 30 days rule the cattle haulers could continue to operate for ¢! 
company as they are now operating. (See /nterstate Commerce ( 
mission V. Service Trucking Co. 186 F. 2d 400.) 

Another movement of agricultural products described in the record 
is that of tobacco. J. C. Weaver, manager, the Transport Corp., 
Richmond, Va., testified on that subject. His company transports 
leaf tobacco and carries on a large operation. During 1947 it carried 
about 25 percent of the crop grown in the United States and about 45 
percent of the crop in the area which it serves. The transportation of 
leaf tobacco is largely seasonal. The heavy movement is during a 17 
weeks period beginning early in August and ending around the last of 
November. The company owns 51 flat-bed trailers. During the ma: 
keting season it augments its equipment by entering into leases wit} 
approximately 250 owner-drivers. The agreements are for service o 
a seasonal basis, or as such service may be required. They continue 
effect from year to year subject to 30 days’ notice of cancellation on the 
part of either party. The company does not employ an owner-operator 
for just one trip. Mr. Weaver stated that the average time the con 
pany uses the truck of an individual operator with whom it has a 
lease is from 6 to 7 weeks in some areas and a period of 10 or more weeks 
in other areas. 

Other witnesses testified with respect to the transportation of fruit 
northbound from Florida in owner-operator trucks and the movement 
of manufactured commodities under lease in the same trucks back 
to Florida. J. F. Smalley, secretary and treasurer of Central Truck 
Lines, Inc., of Tampa, Fla., testified that his company is engaged in 
operation as a motor common carrier of general commodities over 
regular routes in Florida and Georgia, principally between Tampa 
on the south and Atlanta and Savannah on the north. The compan) 
owns 300 vehicles and has 600 employees. On a mileage basis trip 
leasing represents approximately 20 percent of its operation. Reve- 
nuewise the percentage would be a little higher because as a rule the 
trip lease equipment is used on longer hauls than company-owned 
equipment. Mr. Smalley said that fruit and vegetable dealers owning 
their own trucks, and owner-operators without Commission authority, 
transport fresh fruit and vegetables from Florida to points in north- 
ern Georgia and that he leases such vehicles for the return trip to 
Florida. 

Referring to this type of operation, Mr. Smalley said that the trip 
leases his company makes occur and reoccur with the same people. 
Later in his testimony he repeated : 

We procure the great majority of our leased equipment from the same lessors, 
the same individuals, the same firms, we use their services over and over. 

Mr. Smalley said thet during the winter months in which fruit is 
moving northbound out of Florida, there is an influx of additional 
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po ypulation into Florida, and that this causes a movement of manu- 
factured commodities from the north into Florida. He pointed out 
that the season for the northbound movement of fruit out of Florida, 

\ich exists only in the winter, coincides with the movement of manu- 

actured commodities from the north into Florida due to the influx 
of additional winter population into Florida. 

Here is another example of transportation of exempt commodities 
n one direction and manufactured goods in the reverse direction. 
[his movement to date is accomplished by trip leases, it is true, but 
t is nevertheless carried on by regularly recurring trip leases. It is 
clear from Mr. Smalley’s testimony that the operations which he de- 

ribed could just as well be carried on under a 30 days’ lease arrange- 
ent as under the continually recurring trip leases which he has thus 
> used. 

"The brief filed before the Interstate Commerce Commission by the 
Florida Citrus Commission and the Growers and Shippers League of 
Florida, dated November 1, 1949, on exceptions to the report of the 
examiner, contains a succinct statement describing the traffic in fruit 
and vegetables northward from Florida and the transportation of 
nanufacture commodities southbound. The brief states 

* * that the movement of Florida citrus and fruits and vegetables is sea- 
sonal and in large volume during the season but does not extend year round, 
hat the general commodity traffic of the motor common and contract carriers 
s likewise seasonal and that the peak of southbound general commodity traffic 
f the motor common carriers occurs at the same time as the peak of the north- 
ound movement by exempt vehicles of fresh fruits and vegetables from Florida, 
and that the regulated trip leasing has been of benefit to the exempt carriers, 
the Florida citrus and vegetable producers, to the motor common carriers and to 
the public. 


That brief argues that trip leasil a is ees in order to continue 
nd maintain this type of READ traflic, but there is not one word 
of factual data referred to in the brief to support the theory that this 
raflic cannot be just as well carried on under a 30-days lease as 
nder the trip-lease plan. And it seems clear from the testimony 
of Mr. Smalley that in fact it could be. 

The witness for the Growers and Shippers League of Florida and 
the Florida Citrus Commission presented exhibit 45 in the Com- 
mission proceedings. ‘The exhibit shows the distribution by truck 
from Florida to other States of citrus fru for the season of 1947-45 ; 
that is, from October 16, 1947, to May 31, 1948. The exhibit shows 
a tremendous volume of transportation by truck of citrus fruit from 
Florida to various northern States. It seems clear that traffic of that 
magnitude can be conducted by 30 days trip leases. 

I might interpolate there that all these parties—referring to 
Florida—emphasized that balanced movement. During the winter 
it is a northbound movement of fruit from Florida, but during the 
same period, because of the great influx of tourist population, there 
is a movement of manufactured commodities; and the two coincide 
by reason of vehicles going back and forth from the north to Florida. 

The foregoing summarizes the evidence before the Commission in 
respect to transportation of exempt commodities in one direction and 
nonexempt goods in another direction in the same vehicle. 

I will now refer briefly to the testimony of several other motor 
carrier executives in the proceeding before the Interstate Commerce 
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Commission. Each of them testified that he was opposed to ayy 
rule that would put an end to trip leasing, and each expressed t\ 
conclusion that trip leasing was necessary for the operation of | 
business. But the facts which each placed in the record are inco 
sistent with this conclusion. 

E. L. Sutherland, president of Middle Atlantic Transportatio, 
Co., Inc., of New Britain, Conn., was chairman of the truck leasing 
committee of the American Trucking Associations, Inc. He testified 
that his company, a motor common carrier, owns no motor vehicles 
that it leases all of the vehicles it uses. The leases are on a yearly 
basis, automatically renewable. His company makes very few tri 
leases. I think here are some very ret figures, at this point 
From January 1, _ 148, to November 1, 1948, out of 8,411 trips made 
by the company in leased equipment, poe 26 were trip leases. Thy 
company oper hts in Connecticut, New York, Pennsylvania, Ohio, 
und Michigan. Here isa principal spokesman for the trucking indus 
try who owns no motor-vehicle equipment, who conducts a larg 
business by the use of long-term leases of vehicles, and whose us 
of trip leases is insignificant. Nevertheless, he took the position that 
trip leasing is necessary for the cénduct of his business. 

Milton E. Harris, executive vice president of Continental Trans 
portation Lines of Pittsburgh testified before the Commission that 
his company operates over regular routes in Ohio, Pennsylvania, New 
Jersey, New York, West Virginia, and Maryland, and does a gros 
business of over $4 million annually. It uses 450 pieces of equip 
ment of which it owns 150. Sixty percent of the total volume of its 
business is handled by owner-operators. The owner-operators are all 
employed under trip leases, but many of them are what the compan) 
ao regular owner-operators who have been employed for many 

ars, week after week. For the most part the company has the same 
Sclian of operators working for it day in and day out, and it attempt 
to provide them with a balanced load. 

Robert B. Gotfredson, president of Trans American Freight Lines, 
Inc., Detroit, Mich., testified in the Commission proceedings. At this 
point, for a little identification, Mr. Gotfredson was presented as a 
witness in the proceedings before the Interstate Commerce Commis 
sion by Mr. Howell E llis, the attorne y who appeared before the com 
mittee last Tuesday. Referring to owner-operators he said: 

We find that in our relationship with leased operators they are very respon 
sible. Many of them have worked for us for years, and have made money in our 
operation, as evidenced by the fact that they have added to their equipment, and 
replaced their equipment when it was obsolete and were able to do so on their 
earnings. 

His company attempts to use the same trip-lease operators as fre 
quently as possible. His company has a good reputation with the 
trip-lease operators and in the majority of instances they come back. 
Their personnel is made up rather largely of people who do repeat 
work for them. He said: 

We try to have our operators come back to us, sometimes they do and some 
times they do not. It is up to them. 

John J. Burke, president of Middle West Freight Ways, Inc., St. 
Louis, Mo., testified as follows. He operates between St. Louis, Kan- 
sas City, Tulsa, and Chicago. He has 50 trailers and 57 tractors and 
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cks. He has 20 vehicles operating under term leases for 90 days 

ith a 30-day cancellation clause. His company uses only about. 15 
ehicles per month under trip leases. 

\ number of motor carriers introduced evidence before the Commis- 
sion in opposition to trip leasing. You heard some of them yesterday. 
They conduct their operations all right without it, and they believe 
he practice ought to be banned. Their testimony, and the evidence 
iummarized above, is all that the record before the Commission 
ontains dealing in a factual way—and I emphasize “factual” as dis 
tinguished from “argumentative’—with the question whether motor 
transportation can be conducted with leases longer than trip leases. 
It is clear on the basis of this record that there is no foundation 
for the contention that trip-leasing is necessary to enable the exempt 
ommodities carrier to obtain a return load, or that trip leasing is 
ecessary at all. 

Of course, not all leasing has been carried on in the ways described 
by the witnesses whose testimony has been summarized above. The 

rector of the Bureau of Motor Carriers introduced evidence at the 
earing before the Commission showing the many leasing practices, 

scovered by his investigation, leading to complete breakdown of 
enforcement of part IT of the act. These practices flourished upon 
irip leasing of the nonrecurring type. What I want to emphasize 
s that the evidence of responsible motor carrier executives who testi- 
fied at the Commission’s hearing, including those favoring trip leas 
ng and those opposing it, shows positively and clearly that traffic con- 
isting of exempt commodities in one direction and manufactured 
goods under lease in the reverse direction is being conducted on a 
ery large scale by leases exceeding 30 days and by regularly recur- 

i trip leases that in practice amount to long-term leases. And the 
evidence is plain that this traffic is being carried on to the entire satis- 

ition of the carrier, the owner-operator, and the shipper. No evi- 
lence was presented before the Commission that would show that all 
of the traffic in exempt commodities cannot be handled under 30-day 
leases just as satisfactorily as that traffic described by the witnesses 
before the Commission. 

The record in the Commission’s hearing actually shows that the 
shipper of exempt commodities will be better served with the 30-day 
ease rule in effect than he is now. For under the rules the farmer will 
have a dependable round-trip motor carrier operation to supply his 
eeds. The owner-operator under lease to an authorized carrier will 
arry manufactured commodities required by farmers and others. 
When the manufactured commodities are unloaded the owner-operator 
vill be just as free as he now is to serve the farmer in the transportation 

of exempt commodities. The owner-operator can carry any exempt 
commodity, since the regulated carrier to which the vehicle is leased 
eeds no authority from the Commission to carry exempt commodities. 
The transportation charges for carrying a load of exempt commodities 
will still remain a matter for individual bargain, just as they are now, 
since the lessee will not be subject to Commission regulation as to 
rates on exempt commodities, and will not have to file tariffs applying 
to exempt commodities. The vehicle, while picking up and carrying 
exempt commodities, will not be confined to the routes or territory de- 
scribed in the lessee’s certificate. All of the foregoing is well estab- 
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lished by Interstate Commerce Commission v. Service Trucking Com- 
pany (186 F.2d 400). It was there held that a regulated carrier ¢q) 
haul exempt commodities although authority to do so is not granted in 
its certificate. 

The difference between unregulated trip-leasing and leasing unde 
the Commission’s rules will be the difference between no regulation, a 
the Commission has found, and the regulation that Congress intemvied 
when it enacted the Motor Carrier Act of 1935. The Commission’s 
rules, while not affecting adversely the transportation of exempt com 
modities, will insure a better regulated, safer, and more dependabk 
supply of motor carrier transportation to carry manufactured com 
modities, and that will in turn insure a more dependable and safer 
supply of unregulated transportation for the carriage of agricultural 
products. 

That completes my statement, Mr. Chairman. 

The Cuarrman. Before we start with the questioning period, | 
should like to inquire whether you or someone else would be in a posi- 
tion to supply the Committee with a copy of a so-called trip lease or 
any other type of lease which is used. 

Mr. Marnews. Yes, Mr. Chairman. All I could supply you with, 
and all I know of fram my own knowledge are certain exhibits of trip 
leases and other leases which were put in evidence in the hearings be- 
fore the Commission. I should be very glad to supply that. 

The Cuarrman. That would be very helpful to us. Would that in 
clude this so-called trip-lease ? 

Mr. Matuews. Yes. 

The CuarrmMan. It would also include the longer-term lease ? 

Mr. Marnews. Mr. Helmetag has a little better knowledge of the 
record available than I have. I know we can furnish the trip-lease 
form. 

The chairman asked whether we could furnish a longer-term lease 
form, from the record before the Commission. 

Mr. Hetmerac. To the extent that those leases are in the record we 
would be very glad to have them reproduced and made available to the 
chairman and members of the committee in the form of an exhibit, 
which we could attach to Mr. Mathews’ statement. I would submit, 
however, that perhaps some of these motor carriers who will testify in 
the future will have in their possession copies of the leases that they 
use, and they, too, might be willing to make them available to the com- 
mittee. 

But to the extent that they are available in the record and that we 
have copies we will furnish them to the committee in the form of a 
exhibit, if that is satisfactory. 

The Cuarman. Yes. 

(The information is herewith inserted.) 

The CuarrmMan. We will make an endeavor, if that does not give 
all the information we want, to get it later on in the proceedings. 

Mr. Mivton Drent. Mr. Chairman, if you will pardon an interrup 
tion, I represent the proponents, and we would be happy to furnis! 
actual copies of the leases used, rather than some typewritten 01 
printed copy which may be in the record we took to the Supreme Court 

The Cuatmrman. That will be fine. Will you identify yourself f 
the record ? 
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Drent. I am Milton Diehl, an attorney representing some of 
the spare 
(The information was filed with the committee. ) 

The CHAIRMAN. We should like for someone to indicate to us in 
his testimony whether these leases cover the services of the driver as 
we ell as the use of the truck. 

Mr. Matuews. They do. What is understood in the ordinary trip 
lease as a term has been worked out here, and it does cover the service 
of the driver of the truck. That is, the term is perhaps a little anoma- 
lous, since the 13th amendment, but it provides for the lease of a truck 
with a driver. 

Phe CuarrMan. Are there any questions, gentlemen ? 

Mr. Bennett. I have a question or two, Mr. Chairman. 

The Cuamman. Mr. Bennett. 

Mr. Benner. Mr. Mathews, most of your testimony has been de 
voted to situations like the movement of citrus from Florida to the 
North, and the movement of manufactured goods in reverse. As TI un 
derstood you, these and other similar situations by the nature of the 
necessity of the fruit going north and other things going south make 
these trip-leasing arrangements seasonal. Most of the time they are 
for 30 days or more. Thus, as I see your position, since the arrange- 
ment by the nature of circumstances is for 30 days or more, there 
would be no harm done by requiring that they enter into actual 30-day 
leases. 

Now, my question is this: What good would it do in such cases to 
require the 30-day leases insofar as the safety feature of this situation 
is concerned ¢ 

Mr. Maruews. The 30-day lease would reach a great many leasing 
situations which are not nearly so happily conducted. 

Mr. Bennett. I am talking about the ones you have discussed 1 
your testimony. What good “would the 30- day leasing provision do 
in the cases such as you have described ? 

Mr. Maruews. Well, I would like to answer that in two sentences, if 
Imay. In the first place, if all leasing had been conducted in the 
past m the way in which these motor carriers testified they conduct 
their leasing practices before the Commission, I do not believe that 
this proceeding would ever have arisen. The purpose of the 30-day 
leasing rule was to cover the extreme itinerant type. 

Mr, Bennerr. Before you leave that subject, the 30-day require 
ments that the Commission has imposed would not be of particular 
value in the kinds of cases you have discussed in your testimony; is 
that a fair statement ? 

Mr. Maruews. Yes. No. Well, I did not mean to leave that im 
pression. I think it would be. 

Mr. Bennett. Is that a fact or not? 

Mr. Maruews. I think it would be a good thing, because it would 
simply add a little more stability and m: ake the Commission authority 
explicit in situations which are now being carried on in a regular recur- 
ring operation. 

[ am beginning now to apprehend the purport of your question a 
little better, I believe. There are two classes of leases that were dis- 
cussed in the evidence of these motor-carrier executives to which I 
have referred. There are the leases which are for 30 days or longer. 
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Certainly a Commission rule would not affect that situation, exce), 
one particular, on which I shall touch in a minute. Other operations 
to which these executives testified are trip leases for one trip o 
but they are of a constantly recurring type. I think as to that patter 
it would be desirable, based on the Commission’s findings, to have 4 
30-day lease rule. It would not disturb the actual traffic which js 
being carried on, but it simply would extend the Commission’s reg 
lations a little more fully and completely than now. 

Mr. Bennerr. In what way? 

Mr. Maruews. In the matter of supervision of insurance and ident 
fication of carriers, among other things. 

Mr. Bennett. I am talking about safety and enforcement of regula 
tions and so forth now. If you have an itinerant-trip lessor wl 
operates on a seasonal basis w ith the same companies, there is no prob 
lem there of enforcement so far as the Commission is concerned that 
it would not have if a 30-day lease were in effect; is that not true? 

Mr. Maruews. Well, hours of service is one thing. Even on a r 
curring type of trip lease it seems to me that the hours of service of 
the driver could be policed much better if you had a 30-day lease than 
if you simply had the recurring trip lease. 

I do not profess to be an authority on highway safety, but all those 
I know do stress the hours of service of the driver as being one of the 
greatest factors tending toward highway safety. 

Mr. Bennett. A lease would not help that, if the arrangement ac- 
tually is over a longer period than 30 days, would it? Would it im 
prove the Commission’s authority ? 

Mr. Maruews. What do you mean by “if the actual arrangement is 
longer than 30 days?” Do you mean an actual lease longer than 30 
days s, or the recurring trip leases? 

Mr. Bennert. I mean the requirement that there be a lease for 4 
period of 30 days. My point is that here the actual arrangement is 
for 30 days or longer, because of the circumstance es, and the “Commis 
sion’s situation_or the public’s situation, which it is supposed to pro 
tect, is not improved by the requirement that you have a 30-day lease 
I want to know if you agree with that. 

Mr. Maruews. I do not agree with that; no. 

Mr. Bennett. You do not? 

Mr. Maruews. It seems to me the better answer to that, than any 
I have given up to now, is this: If all people behaved aaaatding to 
certain norms—and there is a school of philosophy to this effect 
you would not need any laws to control society, but people do not «: 
that. The criminal laws are not necessarily enforced or applicable t: 
a large segment of society. 

The 30-d: ty lease rule was meant to apply to the practices which 
the Commission found were inherent in trip leasing as conducted by 
certain operators. It means to me that is the best answer to youl 
question. 

Mr. Bennerr. The situation which you were talking about i 
your statement does not bear on the subject so far as agricultural 
commodities are concerned, where the season does not balance out for 
a period of 30 days or more, such as it does in the case you have 
mentioned in your testimony ; is that ne true? 

Mr. Maruews. I am very sorry. I did not hear a few words there. 
The door slammed. May I have the question ? 
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Mr. Bennerr. The cases you have discussed in your testimony are 
where arrangements are made on more or less a seasonal basis, where 
the arrangement extends for 30 days or more with relation to the 
transportation of agricultural commodities and the trip back with 
regulated goods ¢ 

Mr. Maruews. Yes. 

Mr. Bennett. Now, you have not discussed in your testimony the 
effect upon the shipment of argicultural commodities in areas where 
this seasonal proposition you talk about does not apply, where it does 
not last 30 days and where it does not last more than 10 days or 2 
weeks; let us say. 

Mr. Maruews. Actually there was not any evidence one way or the 
other on that question in the Interstate Commerce Commission, so I 
will simply have to rely on my own observation. There is not an im- 
portant agricultural movement in this country which does not have a 
season for at least 30 days or longer. For instance, the peach move- 
ment in Tennessee or somewhere was mentioned. Fresh peaches off 
the tree are transported by trucks from the South and Southwest to 
the North for a period of 3 or 4 months, starting down in Texas very 
early in the year and winding up in Illinois in the summer. But the 
same trucks, I have no doubt, simply move with the crop, move north 
and move back. 

If they can carry manufactured commodities to balance their re- 
turn load, ori iginally starting in Texas and so on, they can do just as 
well under 30-day trip leases. 

I certainly am no agriculturalist. Tam anything but that. But my 
own observation is, from observing transportation, both highway and 
rail, and attending a good many market conferences, that. all the im- 
portant commodities in fairly close areas have longer than 30-day 
seasons. Does that answer your question 

Mr. Bennert. Well, it states your position. 

Mr. Matuews. Well, I did not mean to dodge your question at all. 
Your question I thought raised the point that there are growing sea 
sons. 

Mr. Bennetr. I think there are a lot of agricultural areas in the 
country where the transport season would not balance out and last for 
30 days or longer, such as the situation you have described in the 
citrus fruit movement from Florida and so on. 

Mr. Maruews. I should think if that were the case it would have 
been incumbent upon the parties who protested this rule to come 
before the Commission and prove it. 

Mr. Bennetr. Or before this committee. 

Mr. Matuews. That is correct. 

The CuarrMan. Are there any further questions ? 

Mr. Hesevron. I should like to ask a question, but the bells have 
rung. 

The CuarrMan. Under the circumstances I believe we will have to 
go over until half past 1. The quorum call has come. That will take 
us probably half an hour. I suppose everybody would be anxious to 
stop for a noon recess, anyway, so we will recess until “ lf past 1. 

We will do the best we can to be here at half past 1. I recognize 
the fact that it is hard. There is no doubt about that. ae ver, it is 
also hard for the witnesses who are here, who have come great dis- 
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tances and wish to be heard. So we will do the best we can to seo 
that they are given an opportunity to be heard, and we will come back 
at half past 1. 

(Thereupon, at 12:25 p. m., Friday, April 24, 1953, a recess w 
taken until 1:30 p.m. of the same day.) 


AFTER RECESS 


The Cuarrman. The committee will be in order. 

Mr. Heselton. 

Mr. Hesevron. This may be incidental. I do not know how signifi 
cant a portion of the traffic is involved, but I have noted something 
we have not discussed very much in detail in the ex parte MC—43 before 
the Interstate Commerce Commission brief. The paragraph says: 

The Manufacturing Chemists Association was represented by a witness who 
was an official of Merck & Co., Inc., of Rahway, N. J., a member of the associa 
tion. Membership is composed of motor carriers and operators of motor vehicles 
as private carriers. They are opposed to any regulations which would increase 
the cost of their transportation. The company represented by the witness oper 
ates its own trucks and also leases additional vehicles from authorized carriers 
for about 10 percent of its private carrier traffic generally on a one-way round 
trip basis. The leased equipment is employed primarily for short hauls of less 
than 75 miles from the main plant. It is unable to obtain vehicles except from 
authorized carriers, as there are no truck-leasing companies at Rahway. 

That, of course, is localized, but I assume it may be true across the 
country, to some degree. It seems obvious to me that a 30-day limita 
tion on that kind of operation would have rather serious effect on their 
business. 


STATEMENT OF AMOS M. MATHEWS, ASSOCIATION OF WESTERN 
RAILWAYS, CHICAGO, ILL.—Resumed 


Mr. Maruews. If I understood the quotation from which you read, 
and I believe I know from where it was taken, the 30-day-lease rule 
would not affect that at all, because it is a lease of vehicles without 
drivers. The 30-day provision applies only to the lease of a vehicle 
with a driver. That is the exact wording. 

So this bill would not affect that at all. If this bill were not passed, 
they could still lease vehicles without drivers for either 5 minutes or 
D years. 

Mr. Heserron. I see. 

Mr. Maruews. Just so I may finish that subject, the rules do affect 
in some respects that transaction. We do not need to go into that. 
This bill would not in any way affect it. That is not involved in the 
30 days. Either the enactment or the failure to enact this bill would 
not affect this situation at all, although the rules do. 

Mr. Hesetron. In the opinion of the Supreme Court, and particu- 
larly in the dissenting opinion filed by Mr. Justice Black, there are 
some rather significant statements made by him, as well as some inter- 
esting statistics. This covers the percentage of selected farm products 
transported to principal markets in trucks in 1950: Hogs, 79 percent ; 
cattle, 76 percent; calves, 78 percent; sheep and lambs, 44 percent; 
shell eggs, 93 percent; dressed poultry, 76 percent; live poultry, 99 
percent; grapefruit, 43 percent; oranges, 33 percent; ditt 64 per- 
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cent; tomatoes, 60 percent; potatoes, 37 percent; lettuce, 41 percent ; 
milk, 79 percent. 

The very listing of those items of agricultural commodities brings 
to my mind the impact that there might be if one drew the conclusion 
that the application of this 30-day restriction would serve to decrease 
the amount of truck service or to increase the mileage, and, therefore, 
to increase the cost to the consumers. 

I am going to read several sentences from that opinion and then I 

m going to stop after each one bearing in mind this background to 
secure your own comment as to the soundness or unsoundness of Mr. 
Justice Black’s conclusions. He said: 

There can be no doubt that the Commission’s new rules will drive many of these 

irriers of farm products out of business and that many others will be compelled 
to increase their rates, 

What is your observation as to that? 

Mr. Maruews. I do not agree with that at all. I do not think Mr. 
Justice Black was acquainted with the record when he said that, 
because that statement has absolutely no support in the record. 

May I go on? 

Mr. Heseuron. Let me just make this observation, in view of the 
statement you have made and I think you made a good appearance 
here. Should these rules remain in effect, it would be a ver y interest- 
ng situation some 2 or 3 years when we find out what has happened 
as to whether you or Justice Black was the better prophet. 

Now, go ahead. You wanted to add something more. 

Mr. Marnews. I think it is perfectly clear that my disagreement 
was with Justice Black’s conclusion, and not with his summary of the 
statistics relating to the transportation of agricultural products. 

Mr. Hesevron. I understand. 

Mr. Marnews. It seems to me that this is entirely clear, coupled 
with other evidence in the record, that since the movement of exempted 
commodities is so great, since the volume is so large, it is entirely clear 
that that traffic will support a vast number of trucks and that the 
traffic is so great that 30-day leases, rather than diminishing the 
farmer’s supply , will actually better stabilize his supply of trucks trav- 
eling back and forth into the agricultural areas 

Mr. Heseuron. You base that upon your opinion that in every in- 
stance the peak runs to a period at least equal to or more than 30 days, 
so you would not have a truck tied up with a 30-day lease after the 
peak passes. 

Mr. Matruews. Every instance, of course, is very broad. There 
might be some marginal instances where the 30-day rule would not 
apply. I was referring to the principal vegetable, fruit, and agricul- 
tural products of the country that are moved by truck, That shows 
they move in great volume, and those seasons for the various com- 
modities do last more than 30 d: ays, 

Now, perhaps wild strawberries may not. I do not know about 
that. I mean peaches and apples, and all that sort of thing. 

Let me put it this way : Since the supply of commodities to be moved 
is so great, the 30-day-lease rule will not affect the supply of trans- 
portation. Rather it will give it a better stabilized supply. I think 
we are all familiar with the fact that one reason for granting a carrier 
a certificate of public convenience and necessity and ‘giving it in effect 
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a qualified monopoly to serve a certain area is to assure the people of 
that area of having a supply of transportation. I think this 30-day 
lease rule as far as the farmer is concerned will be a better assurance 
to him for transportation to haul exempt commodities than the hit-or- 
miss trip-leasing rules now in effect. 

Mr. Hesevron. Of course, the representatives of the farm orga: 
zations do not share your opinion on that. 

Mr. Maruews. May I make a comment on their position in this case? 

Mr. Hesevron. Certainly. 

Mr. Maruews. I just state the facts and everybody can draw their 
own conclusions. The farm organizations that have appeared here 
last Tuesday— I believe there were a number of the principal nationa 
ones—also filed briefs and made what may be styled very brief appear- 
ances in the proceeding before the Commission, and their briefs that 
they filed before the Commission showed that they just did not knoy 
anything about the record before the Commission. Each one of then 
when he appeared here Tuesday made a categorical statement that 
not under any circumstances could exempt commodities be carried by 
a long-term lease. That is, could you get the benefit of the retw 
movement. Nobody should have made a categorical statement of 
that kind to this committee. Nobody would have if he had known 
what the record was before the Commission, that that very movement 
is going on in large quantities. 

So I just do not think those farm organizations, when they take 
that unqualified opinion stand before this committee, actually know 
what is in the record before the Commission, and what the Commissio1 
based its findings on. 


Mr. Hesevron. That may be a very helpful observation because | 
assume some of them are sitting here ready to answer that statement. 

There is one portion of the dissenting opinion that I would like to 
have your comment on because it is not too clear to me what the 
Justice meant; he said: 


The reason the Commission has adopted a rule so destructive of the agricul 
tural exemption is apparent from the colloquy which took place in the district 
court. The attorney for the Commission was asked if it was wasteful for a 
truck to return empty, and he said it was uneconomical to go back empty. He 
said that the difficulty comes in letting it come up in the first place. 

In other words, the difficulty comes because Congress agreed to 
exempt these farm products. Do you have any further comment 
on that ? 

Mr. Maruews. I happened to be in the courtroom in Indianapolis 
when that colloquy took place, and the last sentence you read was the 
comment of the court on the colloquy rather than the colloquy. 

Mr. Hesevron. Yes: I should have indicated that. 

Mr. Maruews. I wanted to make sure before I made my answer. 

Mr. Hesevron. The last sentence was Justice Black’s sentence. 

Mr. Marnews. Yes. At that point—and I am very sorry that |! 
have to go outside the record here to make the statement—but I hap- 
pened to be in the court in Indianapolis before the three-judge court 
when that was tried, and they were arguing a legal point. One of the 
very sharp legal issues in this case all the way through that sometimes 
obscured the factual issues is this, and that was passed upon by the 
Supreme Court. The claim of the opponents of the Commission’s 
regulation is that the regulation as a matter of law destroyed the 
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agricultural exemption, and that is what they were talking about at 
that time. Mr. Reedy, who is now the Commission’s chief counsel, 
is the counsel of the Commission who made that statement, and they 
were arguing a question of law. I do not think he intended to reflect 
any conclusion of fact in that at all. 

Does that cover what you had in mind? 

Mr. Hesevron. I think probably, yes. 

Mr. Maruews. I want to say further one reason why I think some 
of the facts have been obscured and why there has been a lot of opin- 

n unsupported by facts asserted in this case is that for a large part 
of its way through the courts the case after it got into the courts was 
tre avon strictly as a legal issue. Some of the folks who were try 

r to knock out this rule simply hung their hat and all the rest of 
their equipment on the one legal peg that this rule so frustrated the 

rricultural exemption that in effect that amounted to a repeal by 

‘Commission of the exemption. 

"The Supreme Court passed squarely on that issue and answered no, 

it that is what they were talking about at that time. 

Mr. Heseuron. I would like to go into a series of brief questions 

tended to bring out the areas of agreement and disagreement as I 
understand that evolve up to this tine, and which might be helpful 
to anything that the proponents might give us later on this after- 
— and in terms of your testimony. 

s I understood the testimony, the agricultural representatives dis- 
agree as to the minimum lease time of 30 days. They do not disagree 
as to the safety inspections and other provisions of the rule. 

Mr. Marnews. At least the legal issue on them is not involved here. 

Mr. Heseiron. The proponents of the bill say that with this 30- 
day restriction, there will be less leasing. I understand you expect 
that there will not. be. 

Mr. Maruews. That is my belief, based on the record before the 
Interstate Commerce Commission and general information. 

Mr. Hesevron. Could I inquire if you have personally any objec- 
tion to the use of a 14- or 15-day period, rather than a 30-day period, 
should it develop that it would have an impact? 

Mr. Marnews. There again I will have to follow Mr. Preston—not 
that I am following his idea, but simply my own personal belief—that 
perhaps a 15-day rule might work. I do not know. About the only 
definite thing I can say is that I do not think anything less than a 15- 
day rule would serve the purpose at all because it you get much below 
that, you might as well have trip leasing. Perhaps a 15- “di ay rule would 
work, but as slong as you have asked my opinion, I would say it would 
be preferable to have the 15-d: Ly rule applied to vehicles which are en- 
gaged in hauling agricultural commodities the one way and manufac- 
tured commodities the other. The fact that may not have been kept to 
the front here is that there is a vast amount of leasing operation that 
does not involve exempted commodities at all. Getting into that, it 
would seem to me that because there the trucks are being shuttled 
around from one carrier to another, that the 30-day minimum should 
apply there. 

That is just my own personal opinion, and I am not authorized to 
speak for anybody. Maybe an hour from now I might want to hedge 
on that after I have thought it over. 
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Mr. Hesevron. You have a right to change your mind at any time. 
However, if trucks are leased, is it not true that certified carriers why 
lease them are under a duty to make an inspection as to safety ¢ 

Mr. Maruews. Yes; they are under a duty. 

Mr. Heseiron. Is not safety which has been stressed here very 
heavily best advanced, then, by having no time limit on the lease period 
so that more trucks can be inspected ? 

Mr. Marnews. You mean if they inspected a truck every 3 or 4 da3 ays, 
each time a trip lease comes up, it will be better served ‘than havi g 
it once every 30-days¢ Is that your question ? 

Mr. Hesevron. Would it not be more likely to promote safety ? 

Mr. Marurws. It would, but here is the big “if.” The fact is, and th 
record before the ICC shows this beyond any question without any 
controversy, the “if” comes in that the carriers do not imspect thi 
leased equipment, or at least a lot of them do not. 

Mr. Hrsevron. The opponents said these itinerant trucks are not 
inspected by certified operators, and it would be easier to enforce tli 
inspection if the minimum lease was 30 days. Why is not the certifi 
cated carrier under some compulsion to make such inspection if the 
proposed rules are adopted ¢ 

Mr. Maruews. The certified cgrrier is under compulsion of the la) 
to make the inspection, but the fact is that they just do not do it. 

Mr. Hesevron. But you and everyone else contends that the ICC 
impotent to enforce its own rules against certified carriers. 

Mr. Marnews. If the ICC had a fairly large army of inspectors, it 
could unquestionably do enough policing to see that every trip-leased 
vehicle was propel ly Inspecte ad for sa fety, that every driver had a log 
that the log had proper entries. But I cannot conceive of Congre 
ever creating an army large enough to do that. I think it is obvious 
that it would take a much smaller force to police 30-day leased vehicles 
than vehicles leased for 1 dav. 1 do not know whether the proportio: 
would be 1 to 30 or 30 to 1, or how that would run, but you see what 
] mean. 

Mr. Hesevron. I see what you mean. Let me go one step furthe: 
The ICC has the power, does it not, to revoke the certificate of any 
carrier for failing to observe its rules? 

Mr. Maruews. There is a great deal of doubt in my mind and othe 
people’s minds as to how far the ICC can go in revoking carriers’ cer 
tificates. There are certain other penalties that can be inflicted 
When you come to revoking a certificate, I do not know. I think the 
ICC, because of various terms in the Motor Carrier Act, is severely 
restricted. There have been a number of cases in court on the revoca 
tion of certificates, and it is surprising what a permanent thing a ce! 
tificate of public convenience and necessity is. 

About the only cleareut case of revocation of a certificate now is 
nonuse. That is where the carrier just quits operation. Then they 
have held a nonuser for 9 months was not enough to require revoca- 
tion, provided some more or less plausible excuse was offered. 

Mr. Hesevron. Do you know of a single instance in which the ICC 
has undertaken to revoke the certificate of a carrier for failure to ob 
serve the ICC rules? 

Mr. Marurws. Yes. I could not name them and give the citations 
right offhand. I know of a number of instances. 

Mr. Hesevron. And all unsuccessful ? 





TRIP LEASING 281 


Mr. Marnews. No. My memory is very hazy on that. I think 
they have revoked a few certificates. 

Mr. Hesevron. There is one final question on that. If this matter 
of safety which has been stressed, and properly stressed, is so im- 
portant, do you think that there is any further statutory authority 
needed so as to give ICC effectual power to enforce its safety rules 
ind regulations ¢ 

Mr. Maruews. I have not thought of that. I think more than any- 
thing else the ICC needs a much “larger force of inspectors and per- 
onnel to enforce its safety regulations. That is not what you were 
talking about. 

Mr. Hesevtron. No. 

Mr. Maruews. Apart from that, however—I was going to try to 
solate things—I would have to do quite a little thinking about that 
subject, apart from increased appropriation, further statutory au- 
thority is required. I am sure you understand a great many of the 
safety regulations are not statutes. They are regulations provided 
for by the Commission. 

-, Heseiron. I understand, but in this matter of a heavy truck 
eing driven at pretty high speeds—and I suppose you have ridden 
behind some when they came past at 60 or 70 miles an hour in a 50 

e limit. 

Mr. Maruews. I try to keep out of the way. 

Mr. Hrsevron. I do, too. In that matter there is a very proper 

vard on the part of Congress for the safety of the traveling public. 
I must commend most of the drivers I have seen, because they do try 
to protect the public. In that important field where the question of 
proper brakes and proper equipment and proper operation, and the 
driver operating over a reason: able period of time, there is no question 
but that the ICC has a very important responsibility. If there is any 
need for further statutory authority, it should be brought to the at 
tention of this committee, so at least we can be certain that we have 

iken care of our responsibilitves toward the public in that field. That 
: 5 gulls irrespective of this trip-leasing argument or any other phase. 

Mr. Maruews. I certainly will agree on that. 

Mr. Hesevron. If upon reflection, you think of anything that should 
be done in the way of further legislation, I am sure the committee will 
welcome your comments. 

Mr. Maruews. Thank you. 

Phe Cuarrman. Mr. Dolliver. 

Mr. Dotiaver. Mr. Chairman, it is with a great deal of pleasure 
that I see my friend and former roommate in law school appearing 
before this committee as a witness and I am very happy that he is 
liere to tell us his view on this important legislation. Little did he 
or I dream when were roommates in law school that he would be some 
day appearing as a witness and I as the interrogator. 

Mr. Maruews You as the judge. 

Mr. Dotiiver. I may say that I think my former roommate has con- 
ducted himself with dignity, aplomb and ability today. 

The Carman, I will say, Mr. Mathews, we have had the privilege 
of having on this committee for many years our distinguished col- 
league, Mr. Dolliver, who has impressed us with his ability. 

Now, I am wondering whether that ability is a result of his associa 
tion with you, or whether the ability you have shown is the result of 
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your association with him, or whether the ability you both have is g 
result of the combination. 

Mr. Marnews. I think some of his ability brushed off on me in the 
process. 

Mr. Douurver. I think it is mutual, Mr. Chairman. 

At any rate, I would like to clear up one matter in my own mind in 
view of your testimony. Suppose this legislation is not enacted " d 
the 30-day rule goes into effect, and there is an agricultural hau! 
we will say, from the area in which | live, northern Iowa, « erry; 

cattle to the terminal market in Omaha. He makes the trip and 
undertaking to get a return load, he leases his outfit for 30 days to some 
body who will give him a load of salt, perhaps, from Omaha to bring 
back to his community or some neighboring community. His out 
and he himself is under hire for 30 days under this MC-43. Is ly 
thereby prohibited from accepting another exempt load of cattle or 
swine or whatever he can haul to the market in Omaha or Chicago 0: 
Paul? What is his situation during that 30-day period? 

Mr. Maruews. He is not prohibited at all. 

Mr. Doutuiver. Is he not under the control of his lessee ? 

Mr. Maruews. He is under the control of his lessee for 30 days, 
that is true. That lease cannot be frustrated or interrupted, 
might say, by a sublease. But by the very force of the agric ll 
exemption, he can haul, or rather the vehicle, as the leased vehicle of 
the regulated carrier, can haul any exempted commodity, irrespectiv: 
of whether it is in the certificate or whether the regulated carrier is 
authorized to haul it or not. 

Furthermore, when the lessor, the owner driver, goes out out pick 
a load of exempt commodities, he can make any bargain as the agent 
or servant or independent contractor of the lessee that he wants to. 
There are no tariff provisions governing that. 

Now, let us take this specific example in territory with which we 
are both fairly familiar. Suppose the exempt carrier, headquartere 
at Fort Dodge, picks up a load of exempt commodities of some kind 
there and takes them to Omaha. At Omaha he leases his vehicle fo. 
30 days to some regulated carrier there, and goes back to Fort Dodge 
with a load of nonexempt commodities. 

Let us suppose further, to give you the answer I think you were 
asking for, that is a very narrow certificate, that is, the authorization 
is to operate only between Fort Dodge and Omaha. When this 
carrier under lease, the lessor gets back to Fort Dodge, he will unload 
the goods at Fort Dodge. But then when he starts out to pick up o1 
obtain a load of exempt commodities, he is not restricted to the area 
or the routes specified in the certificate, because he is now embarking 
on an exempt operation. In other words, he can go anywhere he 
wants to; presumably it will be in that same area to pick up a load 
of exempt commodities. He could go to Sioux City or Webster or 
Waterloo. He would not want to go that far. He could bargain with 
the shipper of the exempt commodities as he does now, because there 
would be no tariff provisions applicable. He could take that back. 
There would be a number of differences, and one of the most striking 
differences is that he would be during that return trip and all the 
time he is going around to pick up the load under the coverage of 
the regulated carrier. 
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Mr. Dotaiver. Under the control of the regulated carrier. 

Mr. Marnews. That is right. We will asume, of course, that the 
regulated carrier would not say, “When you go back to Fort Dodge, 
vou sit there, and do not bring any agricultural commodities back 
to Omaha.” He would want him to go out and pick them up as he 

oes now. 

As a practical matter, certainly the owner-operator would be just 
s free and no argument has been advanced to show to the contrary 
that I have ever heard to take that truck although it is leased to 
the regulated carrier, go anywhere he wants to, pick up exempt com- 
modities and take them back. The courts and the ICC have defined 
that right. It has been specifically held that a regulated carrier, 
moving one way with exempt commodities, can do exactly what 1 
have said. It is done as a practical matter. 

Mr. Dotiiver. The principal difference is from the dollars-and- 
cents standpoint that the lessor of this vehicle would have to divide 

on that second return trip with the exempt commodities with his 
lessee, would he not, unless he had some other arrangement with 

m ? 

Mr. Maruews. We will assume that some arrangement is made. 
It would not necessarily be a division. One gentlemen here was 

king that very question on Tuesday, and I thought he got a very 
erroneous answer. 

Mr. Dotitver. That is what I am trying to clear up. 

Mr. Marnews. I am not familiar with the question as I should 
be. 

Mr. Doxutver. I think it was Mr. Rogers that asked the question. 

Mr. Maruews. It might have been. He asked the question, « ‘rannot 
the lessor and lessee when they make this contract for 30 days, make 
an arrangement whereby the lessor can carry exempt commodities, and 
the answer was no. You do not have to take my word for that answer 
“No” being wrong. All you have to do is to read the cases—I cite 
one in my statement—and there are other cases of the ICC that say 
that he can. 

Mr. Douiiver. I think that is a very, very important point as far as 
the carriers of agricultural commodities are concerned. I say that 
because of this 30-day leasing provision is going to put the trucker out 
of business in carrying exempt commodities, except for the first trip 
during the 30-day period, it is cert: nly going to be a very great dis- 
advantage not only to the trucker, but also to the farmer who has his 
commodities to be sent to market. 

Mr. Marnews. I am not in the motor-carrier business. I have only 
read the record before the Interstate Commerce Commission, and I 
have observed at least from a competitor’s viewpoint, the operation of 
motor carriers. Also I have lived a good deal of my life in agricul- 
tural territory. There is not anything in the record before the Inter- 
state Commerce Commission outside of opinions expressed by a good 
many people that, as I say, did not know what was in the record, that 
would support the view at all that the 30-day leasing provision will 
put the agricultural carriers out of business. It will put them under 
a 30-day lease, and they will be just as free as they are now to carry 
agricultural commodities. 





284 TRIP LEASING 


Now, some kind of arrangement, of course, will have to be made 
between the lessee and lessor as to who gets the profit on the return 
load. 

Mr. Douiiver. Do you have this proposed Fv parte No. M¢ 
front of you! 

Mr. Matuews. No. 

Mr. Dotiiver. I will read the provision that is in my mind and ¢] 
Mr. Heselton has called my attention to. This is in section 207.4, N, 
4. I will read section 4: 

The contract, among other things, shall provide for the exclusive possessii 
control, and use of the equipment for the complete assumption of responsib 
therefor and respect thereto by the authorized carrier as follows: 

“(1) When entered into by parties other than authorized carriers of household 
goods as defined by the Commission for the duration of said contract, lease 
other arrangement, and the equipment shall not be further leased or sublet 
any other authorized carrier or noncarrier for the duration.” 

Does that exclude the operation we have been talking about, the 
second trip with exempt property ‘ 

Mr. Marnuews. No, it cannot possibly exclude that. All that 
is to prevent the lessee during the 30-day period from subleasing 
vehicle to another regulated carrier or to anybody else. 

Mr. Dotutver. If the lessee permits the lessor to enter into another 
trip with exempt commodities, is that not in effect a subleasing of that 
property back to the lessor ? 

Mr, Maruews. No, that is just merely a carriage of property. Th 
is no sublease. At most it would be an arrangement whereby a 
shipper of exempt commodities tendered a load of freight to the 
carrier, and whether they would enter into a bill of lading or no 
I do not know, but a bill of lading is certainly not a sublease. 

Mr. Dotiiver. We do not need to prolong this colloquy. I am just 
expressing to you the doubts I have with respect to that particular 
part of the operation. If these rules are put into effect, in my mind 
it should be spelled out very clearly, not by implication. Because 
it seems to me there is large room for doubt in these regulations, 
that an owner of one of these itinerant trucks could make a second 
trip on his own with exempt commodities back to the primary market. 

Mr. Matuews. If there is doubt in your mind, I think that may be- 
speak some ambiguity in the rules. If you have doubt, no doubt 
there is a job of rule ‘amending, if such be in order. I do not think 
that those particular provisions mean at all what you say they mean, 
because they were merely put in there to prevent complete frustr: ition 
of the 30-day rule. In other words, if I amva lessee for 30 days, and 
if I can turn around tomorrow or the second day and sublease to 
John Doe, then it is immediate. But assuming now I am a lessor, when 
I take that truck and go out hunting an exempt load, presumably in 
the area I am familiar with, because that would be the common thing, 
and I go to a farmer and I say I want to haul your oats, or whatever 
it is to market to a certain point, and we enter into a bargain or deal 
whereby he does it, the lessee is not subleasing that vehicle to the 
shipper any more than the Pennsylvania Railroad is subleasing a 
freight car or a berth in a passenger car to one who ships goods. It is 
simply a relation of shipper and carrier. There is no sublease there. 

Mr. Petry. Will the gentleman yield? 

Mr. Douutver. Yes. 
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Mr. Pexiy. Using the hypothetical case we nad a moment ago, if 
the regulated carrier anes that truck for 30 days, would it not 
eliminate this practice as far as his insurance is cone erned? Whoever 
is insuring him is cert: Sinks not going to take a risk for 30 days when he 
just used it for one load, meaning that any exempt commodities that 
are carried on the highway later as you were describing would be 
really covered by the insurance of the regulated carrier. I should 
think that the insurance company would just cancel his insurance 

and eliminate that type of operation. 

Mr. Maruews. I do not know about that. I am getting into a 
field I do not know anything about, namely, insurance underwriting, 
but I should think that an insurance company would rather have a 
30-day movement under its insurance than an insurance policy that 
would cover an itinerant coming in and out with a policy all the 
time. ‘heer are a good many questions, and that is in the record be- 
fore the Commission, where there have been questions as to whether 
an accident took place while the itinerant was under the insurance or 
out from under the insurance. I would think that an underwriting 

nsurance company would be much better satisfied with the 30-day ar- 
rangement so they would know exactly what their obligation was than 
to know that this regulated carrier under their policy that they are 
covering him is bringing in anybody on earth that shows up with a 
truck and sending him out with a load, when they do not know his 
pe ete his driving record, or anything else. That is just my opinion. 

s I say, it is outside of a field in which I profess no competence. 

as Peiy. It seems to me your argument there is that an insurance 
agent would rather know that he was going to be responsible for all 
the hauling that was done there, rather than know he was responsible 
for a trip or two, and I cannot agree with you. 

Mr. Marnews. That is right. 

Mr. Dotziver. Thank you, Mr. Chairman. That is all. 

The Cnarrman. Any further questions? 

Mr. Harris. I have just one or two questions. 

The CuarrMan. Mr. Harris. 

Mr. Harris. Do you believe that the provisions of the agricultural 
exemption clause should be maintained ? 

Mr. Marnews. Oh, yes, I assume that should be maintained just like 
a provision of the C onstitution of the United States. I think it is 
going to be maintained, and I am in full accord with it, and I do not 
think this affects it any. 

Mr. Harris. You do not think it affects it any at all? 

Mr. Maruews. No, I do not in any real destructive way. 

Mr. Harris. Let me read you what the Supreme Court said about 
it. Speaking about the Indi ana case, the Interstate Commerce Com- 
mission, in its report on this bill, said: 

The Court gave ey consideration to the assertions of some of the 
parties ieciudine the Secretary of Agriculture, that the rules jeopardized the 
national economy in prohibiting the use of vehicles transporting exempt agri- 
cultural commodities in one direction for return trips as a part of the motor 
vehicle fleet of common carriers. Although agreeing that the discontinuance of 
such practices might result in restricting the distribution of the products of 
agriculture, increasing the mileage operated without cargo by both the regulated 
carriers and the transporters of agricultural commodities and farms supplies, 
the Court said this was an argument which must be addressed to Congress. 


You disagree with that, evidently. 
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Mr. Martuews. I certainly agree that Congress has the jurisdiction 
over the controversy. I do not disagree with that. But I disagree 
with the rest of it, namely, the factual assumption. While we are on 
that subject, you mentioned the Department of Agriculture. The 
Department of Agriculture filed a brief, a couple of briefs, or maybe 
three, in this proceeding before the Interstate Commerce Commission, 
and the Department of Agriculture did not know anything about 
what was in the record. They could not have known about it to have 
filed the brief they did. I ask any gentleman or member of the com- 
mittee to read the briefs filed by the Department of Agriculture 
this case. 

Mr. Harris. I was not asking you about the views of the Depart- 
ment of Agriculture. I was asking you about the views of the Inter- 
state Commerce Commission. 

Mr. Marnews. You mentioned the Department of Agriculture and 
their representation, and their representation was not founded on any 
fact at all. 

Mr. Harris. The Commission agreed to it. That is all. T 
you, sir. 

The CHarrman. That is all. 

Mr. Marnews. Thank you. 

The Cuamman. Thank you very much, Mr. Mathews. We ap 
preciate having had the opportunity to have such a close friend of our 
colleague before us today, and that he acquitted himself so well. 

Mr. Matnews. Thank you, Mr. Chairman. 

The Cuatrman. Now, I see a gentleman to speak further on behalf 
of the railroads. I would like somebody to tell me when anybody 
else is going to be heard. 

Mr. Hevmerac. May I say in response to that that I had a rather 
long statement ? 

The CuarrmMan. Tam aware of that. 

Mr. Hetmerac. What I was going to say, having heard the ques- 
tions addressed to Mr. Preston and Mr. Mathew s, | was going to go 
completely without reading my statement and just highlight one 
point, and turn myself over to the committee for questioning, with 
the idea of very greatly saving and conserving the time of this 
committee. 

The Cuarrman. Let us see what that means in question of time. 
With only one point, how long would it take ? 

Mr. Hetmerac. Sir, I am agreeable that the Chairman, when the 
clock gets to quarter to three, stop me if I have not finished. That 
is the way they do in the supreme court of our State. 

The Cuarrmman. If we had some idea of the questioning, we would 
know just how long it would take. What shall we do? It is ap- 
parent to me that the proponents are being ill treated, not intentionally 
by anybody of course, but they have had 4 hours on the stand, and the 
opponents have already had almost 12 hours on the stand. I think 
that does not need any further statement on my part to indicate that 
there are some rights we have to accord to the proponents of this leg- 
islation. We are only reasonably sure of our time until half past 
three. I am hopeful that it might go beyond that, but there are 2 
hours of general debate that will end about half past three. If we 
give you until quarter of three, and take up a period of questioning, 
there is not going to be any time left for proponents. 
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What I would like to suggest would be this: Why not proceed now 
with the proponents and let these further witnesses—and I want to 
give you the opportunity to present your testimony—to a later time 
in the afternoon so that we can get some hearing of the proponents 
of the measure, who have not h: ad a change to speak for 2 days now. 
Would that be agreeable ? 

Mr. He_meraa. It is certainly agreeable tome. I am very patient. 

The CHamrMAN. I noticed you have been very agreeable from the 
very beginning, and in a very friendly attitude. 

Mr. HELMETAG. I am Carl Helmetag, Jr. I am assistant general 
counsel of the Pennsylvania Railroad Co., from P hiladelphia. 

The Cuatrrman. Will you have a chair and we will give an oppor- 
tunity to some who must leave the city. 

m the first place, L understand our ‘colleague, Congressman Demp- 

. former Governor of the State of New Mexico, former member of 

the C ongress, and now a Member of the Congress again, who has had 

a very distinguished service, has a statement he would like to make in 
favor of the bill. We will hear you now, Governor. 


STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Demesry. Mr, Chairman and gentlemen, I am very happy to 
have the opportunity of appearing before your committee this after- 
noon. I am most wholeheartedly in favor of the bill 3203. In the 
western part of our Nation where teanenintatial is very sparse, if 


any, in some of the counties—in fact, in our State of New Mexico 
we have two very splendid railroads but they do not cover too great a 
territory—this action proposed by the Interstate Commerce Com- 
mission in my opinion would put a terrific burden on the carriers of 
agricultural commodities. This 30-day minimum lease art ‘“angement 
just would make it impossible to lease at all and carry on your busi- 
ness in the agricultural field. 

I happen | to be a member of the Public Works Committee of the 
House. We are charged with the responsibility of providing Federal 
aid to roads, and these other propositions. We are killing 110 people 
a day at the present time on the highways. The Interstate Com- 
merce Commission is not taking into account at all the additional 
trucks that are going to be on the highway as a result of this improper 
regulation, in my opinion, The highwa ys are in desperate need of 
improvement. We have some 950 Gridiees under standard. Many of 
the lanes are too narrow, and the trailic is increasing all the time. 
The speed of cars, unfortunately, is increasing. 

This regulation of a 30-day lease on trucks that are handling agri- 
cultural commodities does nothing less than put an additional truck 
for the distance from where the operator of the agricultural truck 
would pick up other commodities back to his starting point and make 
a round trip necessary for another truck. In other words, you just 
add 50 percent, at least, to the trucking in this type of hs wulage. 

I think that the Interstate Commerce Commission should cert: ainly 
at some time take the people’s situation into account, which they 
rarely, if ever, do. The difficulty of hauling a one-way haul with 
agriculture means a terrifically expensive roposition. ‘If they can 
get something on the other end to bring back, it relieves it that much. 
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It makes possible eventually maybe cheaper agricultural products 
for the people. 

I do not see anything in this legislation that would detrimental] y 
affect those who are opposing it. I do not see how an owner of a truc 
could lease it for a month and carry on his business very well. The 
intention of this regulation, in my opinion, is nothing ca than to 
prevent any hauling by any agricultural truck, because I do not see 
any way how they could ossibly continue that line of activity. 

I sincerely trust that this committee finds that the regul: ition pro 
posed by the Interstate Commerce Commission is wrong, and will] 
what is right in this instance. 

I have recently had a situation in New Mexico where oil was back 
hauled from New Mexico to certain areas in Arizona and California 
The Southern Pacific Railroad made an application for a reduction 
of rate in that type of commodity amounting to a 50-percent reduc- 
tion. The reason was that they did not want a pipeline constructed 
to transport oil from New Me »xico and part of Texas into Arizona. 

A commissioner of the Interstate Commerce Commission told me 
that they permitted the decrease in rate after they were shown by 
the Southern Pacific Railroad that they would still not be operati 
at a loss when they reduced the freight rate 50 percent. 

If that is true, then certainly to permit them to fix such a rate 
the first place, where there was 50 percent profit, is certainly out 
rageous. 

I had not stopped talking to the Commissioner more than 15 min- 
utes when I received a call from the attorney for the Southern Pa- 
cific Railroad. The underground is pretty close. That is the situa- 
tion with the Interstate Commerce Commission. I think it is about 
time that the Congress of the United States recognizes its obligation 
to the people and stops these killings on the highway to the extent 
we can. 

To give you an instance of what is occurring, in the past 7 years the 
premium paid on cars has gone up 200 percent. That means $1,800 
million to those who are purchasing and driving cars. If we can re- 
duce these accidents you will reduce those premiums eventually. But 
if we keep increasing the accidents which you are doing year by 
year, they will increase. The year before last we killed 3,700 people. 
Last year over 8,000 people were killed on the highways of the United 
States. We are having difficulty getting money because of our aid 
abroad and whatnot. We are not getting money to do the job at 
home. 

Here is a situation that would accord some relief during this emer- 
gency, and the Interstate Commerce Commission, in my opinion, says, 
“We will fix it so it cannot be done.” 

I have a prepared statement which is along the lines I have talked 
to you. 

The Crarrman. You may have your statement inserted in the 
record. 

(The statement is as follows :) 


STATEMENT BY Hon. JoHN J. Dempsry, A REPRESENTATIVE-AT-LARGE FROM 
New Mexico 


Mr. Chairman and members of the committee, I am deeply appreciative of 
being afforded this opportunity to appear in support of H. R. 3203, because I 
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at the enactment of this legislation will help in a great degree to cure 
of the ills that present regulations by the Interstate Commerce Commission 
re ising. This is particularly true in the Western States where motor carriers 
are depended upon by so many communities where no other type of transportation 


s available. 

Under existing regulations by the ICC motor carriers are unable to obtain 

» service of additional equipment in time of emergency unless they lease that 
pment for a period of at least 30 days. That results in delayed movement of 
ments, many of which are perishables; in increased cost to the shippers 

most serious of all—in increased hazards in highway traflic, which already 
aking an accident toll in death and damage that has reached an all-time high 
, motor carrier were to be permitted, as this amendment provides, to make 
‘ » lease of a truck on a return trip from carrying a load for the owner, it 
would effect an economy for both the carrier and the truck owner, thereby afford 

g an opportunity to lower the present high transportation cost. At the same 
time it would preclude the necessity for another truck on the already over- 
burdened highways to make a round trip with a one-way load. It would cut 
costs appreciably. 

[ eannot conceive that it ever has been the intent of the Congress to allow 

ICC to work such hardships as its present regulation imposed on the motor 
ind the shippers in this regard. It does not make sense and it cannot, 

any stretch of the imagination, be considered good business. It is a typical 
ple of waste of time, money, and sorely needed equipment. In my opinion, 
is another example of the intrusion of excessive administrative authority 

) the province of control that properly should be reserved to the Congress 
itself. Only an amendment of the type offered by H. R. 3203 can correct this 
condition. 

\s a member of the Roads Subcommittee of the House Public Works Com 
mittee I may be able to be helpful to your committee in appraisal of the serious 
highway traffic situation which the present regulation of the ICC is aggravating. 
Surveys by the various State highway departments and by the Federal Bureau 
of Public Roads, which have been made available to our committee, clearly 
establish the fact that the Nation’s highways, particularly those on the so-called 
interstate highway system, have been deteriorating progressively for the past 
2 or 3 decades. This is due to the doubling and redoubling of the motor vehicle 
census figure in the Nation. It is due further to the increased speed and carrying 
capacity of those vehicles. 

The punishing impact of heavy trucks traveling at unprecedented speeds has 
been tremendous. It has been so great as to make proper maintenance of many 
of our roads virtually impossible. Despite all of the safety measures adopted 
and restraining laws enacted, it has helped to build up the Nation’s traffic-death 
toll to the disheartening total of 110 human lives a day. 

Further, the situation to which this ICC order is contributing without question, 
has increased motor-vehicle insurance rates more than 200 percent in the past 
few years, so that the insurance costs to the motor-vehicle owners of the Nation 
now are near the $3 billion mark annually. 

Any action which the Congress can take to correct, in any degree whatsoever, 
this deplorable situation on the Nation’s highways will be a most valuable and 
necessary contribution to the welfare and safety of our citizens. Without doubt, 
the adoption of this proposed amendment is such an action. It is of such urgent 
importance that I bespeak for it expeditious and favorable consideration by 
your committee and by the Congress. 


Mr. Dempsey. I will support this bill if it is favorably reported 
to the House. 

The Cuarrman. If there are no questions, we thank you, Congress- 
man. We know how busy you are. We know you came here under 
some difficulty, which indicates your interest in this legislation, and 
we thank you very much. 

Mr. Dempsey. Thank you. 

The CuatrMan. Before proceeding further with our witnesses, our 
colleague, Mr. Moulder, has a request that he wishes to make of the 
committee, 
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Mr. Mouuper. Mr. Chairman, I want to present the statement of 
Mr. Fred V. Heinkel, president of the Missouri Farmers Associatio 
of Columbia, Mo., in support of the passage of this bill. 

(The statement follows:) 


STATEMENT OF Frep V. HEINKEL, PRESIDENT, MISSOURI FARMERS ASSOCIA1 


My name is Fred V. Heinkel. My address is Columbia, Mo. I am preside; 
of the Missouri Farmers Association, a farmer cooperative association com 
posed of some 300 farmer cooperatives, which are owned by more than 146,00 
individual member farmers. 

There has been introduced in the House of Representatives a bill, H. R. 3203 
by Representative Wolverton (by request) to amend the Interstate Commerc 
Act in order to prohibit the Interstate Commerce Commission from regulating 
the duration of certain leases for the use of equipment by motor carriers, and 
the amount of compensation to be paid for such use. 

In considering the matter of rules and regulations of the Interstate Con 
merce Commission which govern the lease and interchange of motor vehicles 
moving in interstate commerce and specifically H. R. 3203, this committee and 
the Congress should, and I am sure will favor legislation to sanction trip leas 
ing. Passage of H. R. 3208 is imperative to preserve such flexibility and e 
omy as exists in the marketing of agricultural commodities. 

The Interstate Commerce Commission issued certain rules and regulation 
on May 8, 1951, in the proceeding MC-—453 to govern the lease and interchang 
of motor vehicles moving in interstate commerce. One of these proposed rul 
would have the effect of preventing the haulers of agricultural commoditi 
from leasing their trucks on return trips or for any period less than 30 da 
to regulated carriers (common and contract). Before the effective date of 
these rules, litigation was initiated to challenge the authority of the Inter 
state Commerce Commission under existing law to place a 30-day lease limit 
tion and other of the rules into effect. In a decision by the Supreme Court 
of the United States on January 12, 1953, it was held that the Interstate (\ 
merce Commission does have the authority under existing law to issue the bar 
on trip leasing. The placing of these regulations into effect has been ter 
porarily delayed pending the final disposition of recent petitions for recons 
eration and postponement of effective date. 

It has been the practice for Missouri Farmers Association, Inc., and its farme 
owned cooperatives, to ship agricultural commodities by truck to points outside 
the State of Missouri and on the return trip, the motor vehicle would be leased 
to a regulated carrier for the transportation of property. Unless H. R. 3203 is 
acted upon favorably, this practice of trip leasing will be prohibited, and these 
trucks will have to return to Missouri without load. The net effect of the nev 
rules and regulations will increase substantially the transportation costs of 
agricultural commodities, and will probably result in making it impossible for 
the Missouri Farmers Association, Inc., to ship agricultural commodities in 
interstate commerce in their own motor vehicles. 

These vehicles were purchased originally because regulated carrier service 
was either not available, or, if it was available, would not move perishable agri- 
cultural commodities to market in an expeditious manner. It is generally true 
that regulated motor carriers holding permits from the Interstate Commerce 
Commission do not have motor equipment sufficient in kind and quantity to 
provide the flexible service required by the Missouri Farmers Association, Inc., 
and its farmer cooperatives. 

If the ban on trip leasing should go into effect, it would mean that a farmer 
transporting his produce to market in his own truck—a private carrier—could 
not enter into a lease with a regulated carrier whereby the farmer could bring 
a load of manufactured products back to origin on the return trip for compensa- 
tion unless he leased the truck to the regulated carrier for at least 30 days. The 
same restriction would apply to trucks owned and operated by cooperative asso- 
ciations and to trucks operating under the agricultural commodities exemption 
in the Motor Carrier Act. 

The effect of the banning of trip leasing would mean that many trucks now 
available to agriculture for operation under the agricultural commodities exemp- 
tion would have to raise the charges now being made for transporting agricul- 
tural commodities to market, and in many cases it is likely that they would just 
have to stop operating. The general effect would be that much of the flexibility 
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available at present in the form of agriculturally exempt trucks would be re- 
moved and the impact on motor transportation costs would be to substantially 
nerease them. 

In this connection, a portion of the Agricultural Marketing Act, which ex 
presses the attitude of Congress in regard to the distribution of agricultural 

modities is quoted: 

* * to promote the effective merchandising of agricultural commodities 
interstate and foreign commerce so that the industry of agriculture will be 
ced on a basis of economic equality with other industries, and to that end to 

protect, control, and stabilize the currents of interstate and foreign commerce, 
the marketing of agricultural commodities and their food products. 
2) By preventing inefficient and wasteful methods of distribution. 

‘(3) By encouraging the organization of producers into effective associa- 
tions or corporations under their own control for greater unity of effort in 
marketing and by promoting the establishment and financing of a farm marketing 
system of producer-owned and producer-controlled cooperative associations and 
other agencies.” 

Certainly the Interstate Commerce Commission’s rules and regulations prohibit- 
ng trip leasing will run counter to the spirit of the Agricultural Marketing Act, 

that the regulations will promote waste and inefficient methods of distribution 
f agricultural commodities. The members of the Missouri Farmers Associa- 

Inc., believe that the proposed regulations of the Interstate Commerce Com- 
mission Will have the effect of requiring our trucks to return empty from points 
utside the State, thereby greatly increasing the cost of distributing farm 
products—an unwarranted economic loss both to the farmers who produce the 
food and people of the United States who consume it, without a concomitant 
benefit to anyone. 

May I impress upon you again that passage of H. R. 3208 is imperative to pre- 
serve such flexibility and economy as exists in the marketing of agricultural 
commodities, and on behalf of the Missouri Farmers Association, Inc., I urge its 


passage, 


The Cuarrman. At this point in the record I wish to insert the 
following statements of proponents of the bill: 


¢ 


Oo! 


The statement of C. S. Decker, on behalf of the National Council 
Private Motor Truck Owners: the statement of Joseph M. Scanlan, 
on behalf of Safeway Truck Lines, Inc.; the statement of Joseph E. 
Keller, on behalf of the Private Carrier Conference of the American 
Trucking Associations, Inc. 

(The statements are as follows :) 


STATEMENT OF C. 8S. DECKER IN BEHALF OF NATIONAL COUNCIL OF PRIVATE Motor 
TRUCK OwNERS, INC. 


My name is C. S. Decker and I am the acting chairman of the legislative com- 
mittee of the National Council of Private Motor Truck Owners, Inc. (hereinafter 
termed “the council’) and am also a member of its board of directors. 

The council is a voluntary nonprofit organization of private motortruck owners 
and operators and it is estimated that its membership represents the ownership 
of approximately 1 million motortrucks. : 

It is also estimated that, including farm- and Government-owned vehicles, all 
privately owned trucks represent about 85 percent of the total for all ownerships. 

This bill would hold from the Interstate Commerce Commission any right to 
regulate the duration of any lease, contract, or other arrangement for the use 
of any motor vehicle by a motor carrier in providing transportation, or the 
amount of compensation to be paid for such use. 

In view of the Commission’s regulation prohibiting leases for periods of time 
of less than 30 days, we believe that this proposed legislation is necessary. 

Our interest stems from three considerations: First, from that of private truck 
operators who would be barred from the leasing of vehicles from or to authorized 
carriers except for 30 days or longer ; second, from that of shippers and receivers 
who purchase transportation from authorized carriers; third, from considera- 
tion of the need for safety on public highways. 

As to our first point, I have been unable to determine that the practice of 
leasing vehicles on a trip or short-term basis from authorized carriers is widely 
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practiced by private truck operators. However, it is practiced to some degree 
but usually only to such extent and at such time as may be required to meet 
an emergency such as might be created by storm, flood, fire; an unusual volum 
of goods to be transported within a short period of time; the need to promptly 
move farm crops to market or processing plants as those crops mature, and other 
similar situations. Deprived of the right to lease vehicles for such purposes 
wherever they can be secured and for such periods as they may be needed 0 
available, those charged with the responsibility of performing the transportat 
must maintain standby vehicles rather than obtain them through leases. Op 
ously, this would add to the cost of the transportation to a substantial degres 
only because the Commission saw fit to impose the restrictive regulation 

I have read that one purpose which the Commission sought to accomplish 
with this regulation is the easier or more effective enforcement of existing reg 
lations. I think it is quite clear that regulations, particularly regulations o 
such broad application, cannot be made self-enforcing and the heaping of regu 
lation upon regulation merely widens the area for violations. If the Commission 
experiences difficulty in enforcing those existing regulations, they should improve 
their enforcement procedures, not saddle the highway transportation of propert; 
with additional regulation which is uneconomical, destructive of flexibility, and 
highly objectionable. I am quite confident that the Congress did not, and does 
not, intend the erection of artificial and unnecessary barriers in the path of hig! 
way transport. 

As to our second point, I believe it is true that by far the greater part of the 
highway intercity transportation of property is performed by the authorized 
motor carriers. As shippers and receivers, we purchase a great amount of 
service from those carriers and we have a deep interest in the charges we are 
required to pay. Over recent years those charges have frequently been increased 
and have about reached the point where the cost of the service destroys its value 
in many instances. The authorized carriers practice trip and short-term leases 
to a far greater extent than do the private operators; hence, the matter at hand 
is of greater direct interest to those authorized carriers. I do not pretend to 
speak for them; however, unless the proposed amendment is adopted, the dis 
puted regulation can cause a material increase in operating costs which would 
be passed to us in the form of increased charges. In the absence of a compelling 
reason, this should be prevented not only to protect us against higher costs but 
to protect the authorized carriers against traffic losses as well. 

As to our third point, we, in common with all other highway users, desire the 
greatest attainable measure of safety on the public highways. One factor which 
directly affects safety is the number of vehicles on the highways. I believe you 
will find that such motor carriers as are seriously affected by the prohibitive 
regulation are now stockpiling older vehicles as standby equipment to be used 
in the event of need. In most instances, a trip-leased vehicle runs with a load 
substantially over the same route or between the same points as it would other 
wise run without load. The regulation would require 2 vehicles to be operated— 
1 empty to place it where the operator can place it under load and 1 to carry 
the load which would otherwise be carried in the leased vehicles. We can 
assume a third vehicle whenever the operator who must move a load must move 
an empty vehicle to the point where that load is available. Certainly a regula 
tion which uselessly requires the operation of 2 or 3 vehicles on the highways 
where 1 would do the job does not contribute to highway safety. 

H. R. 3203 would restore to ‘the highway transportation of property the possi 
bilities for economies and the flexibility it formerly enjoved and it would contrib 
ute to safety on the highways. We urge its passage. 


STATEMENT OF JosepH M. ScANLAN ON BEHALF oF Sareway Truck Lines, In: 


My name is Joseph M. Seanlan and I live at 1411 Seward Street, Evanston 
Tll. I am vice president of Safeway Truck Lines, Inc. Safeway Truck Lines 
Ine., is a common carrier by motor vehicle that specializes in the transportation 
of perishable products such as meat, packinghouse products, dairy products, 
butter, eggs, poultry, and frozen foods. The main office of Safeway Truck Lines, 
Inc., is located at 4125 South Emerald Avenue, Chicago, Tll., and branch offices are 
located as Boston, Mass., Kearny, N. J., Buffalo, N. Y., Cleveland, Ohio, St. Louis, 
Mo., Fort Dodge and Council Bluffs, Iowa, and Kansas City, Kans. Safeway 
Truck Lines is a medium-size carrier when compared to haulers of general mer 
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chandise but is one of the largest carriers specializing in the transportation of 
such perishables as meat, butter, eggs, poultry, and dairy products. Safeway 
operates about 187 tractors and about 187 trailers, and in the year 1952 its gross 
revenues amount to about $4,500,000. Safeway transported about 250 million 
pounds of perishable freight in the year 1952. f : 

Safeway has been granted authority from the Interstate Commerce Commis- 
sion to transport the aforenamed commodities from the production areas in 
jowa, Nebraska, Kansas, Missouri, Minnesota, Wisconsin, and Chicago, IIL, to 
an area that may be described generally as Pennsylvania, New Jersey, New York, 
Massachusetts, Rhode Island, Connecticut, Baltimore, Md., and Washington, 
p.C. About 75 percent of the tonnage handled by Safeway will originate in this 
production area and be transported by Safeway to points of consumption in New 
York, New Jersey, Massachusetts, Rhode Island, Connecticut, Pennsylvania 
Baltimore, Md., and Washington, D.C. In other words 75 percent of the business 
nandled by Safeway moves from the Middle West to the East and about 25 percent 
from eastern seaboard area to points in the Middle West Stating it another 
way would be to say that if Safeway hauled 100 loads of freight from the Middle 
West to the East they only have sufficient freight to load 25 trucks from the 
Bast back to the Middle West. This situation creates a serious operating prob- 
em for Safeway. In the past Safeway has made a practice of trip leasing the 
emaining 75 trucks to other motor carriers who are regulated and certificated 
by the Interstate Commerce Commission. The other motor carriers have been 
classified by the Interstate Commerce Commission as regular-route carriers. 
Safeway has been classified by the Interstate Commerce Commission as an 
irregular-route carrier. This system of trip leasing to other carriers, while not 
satisfactory to Safeway, has enabled it to get its equipment back to the Middle 
West for loading. Under the present leasing regulations Safeway would be 
prohibited from trip leasing its equipment to these carriers. See paragraph 
207.3 (a) of exemptions. In paragraph 207.3 (a) the Interstate Commerce 
Commission permits trip leasing of 1 authorized regular-route carrier to another 
authorized regular-route carrier and from 1 authorized irregular-route carrier 
to another authorized irregular-route carrier. It is therefor apparent that Safe- 
way connot lease to the regular-route carriers for a period of less than 30 days. 
See paragraph 207.4 (a) 3. 

Now as a purely theoretical proposition it could be stated that Safeway could 
trip lease its equipment to other irregular route carriers and in that fashion 
continue its present method of operation. However as a practical proposition 
there are no authorized irregular route carriers to whom Safeway could lease 
its equipment back to the Middle West. Consequently the only way that Safe- 
way could get its vehicles back to the Middle West would be to operate them 
empty back to the Middle West. This is economically impossible and would 
cause the bankruptcy of Safeway in less than 6 months. 

The proposed bill No. 3203 would permit Safeway to continue its present 
operations. If the proposed bill No. 3208 were even amended so as to permit 
the trip leasing between authorized regular route carriers and authorized 
irregular route carriers it would permit Safeway to continue its pesent operations. 

The second portion of this bill deals with payment to a leased operator on a 
basis of the revenue derived from the shipment. For example Safeway may 
receive a shipment of butter from a small creamery in Iowa to be transported 
to New York City. The freight revenue on such shipment might be $300. For 
the past 18 years Safeway has been paying the leased operator 75 percent 
of the revenue. This means that the leased operator will reecive $225 for trans 
porting this shipment. If a shipment of shell eggs were transported from this 
same origin to New York the freight revenue would be $330 and the leased 
operator would receive 75 percent of this shipment or $230.50. If a shipment 
of fresh carcass meat were handled from this same origin to New York City 
the freight revenue would be $360 and the operator would receive 75 percent 
of this amount or $270. In the State of Iowa alone Safeway serves over 250 
origins and over 300 destination points. This means that there would be over 
75,000 different points involved from the State of lowa. The same thing would 
be true on shipments originating in Kansas, Missouri, and Nebraska. Due to 
the wide origin and destination territory served by Safeway and the different 
rates applicable to the different commodities transported by Safeway it would 
be exceedingly difficult to properly compensate the leased operator on any basis 
other than on a percentage of the freight revenue. 
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While it would not put Safeway out of business to comply with this pro ' 
of the leasing rules, it would materially increase their cost of operation and yo 
material benefit would be gained by anyone, Safeway could continue in existen 
and comply with this regulation. It is doubtful if it could continue in existe; 
under the trip leasing rules as now set up by the Commission. 


STATEMENT OF JOSEPH E. KeLLER ON BEHALF OF PRIVATE CARRIER CON 
oF ATA 


i 


My name is Joseph E. Keller. I am associated with the law firm of D 
Lohnes & Albertson, 600 Munsey Building, Washington, D. C. I 
today on behalf of the Private Carrier Conference of the American Tru 
Associations, Inc The conference has authorized me to make this state 
in connection with H. R. 3208. 

The Private Carrier Conference is an independent, autonomous associ 
with offices at 1424 16th Street NW., Washington, D. C, Its direct membershi, 
is composed of over 1,300 firms which operate private motortrucks in the further 
anee of their principal business activity including mining, lumbering, farming, 
manufacturing, processing, distribution, and so forth. In addition, the confer 
ence speaks for all of the thousands of private carrier members of State truck 
associations affiliated with the American Trucking Associations, In Phe 
are 51 such State organizations, 1 in each State and the District of Columb 
with 2 such affiliated groups in the States of Hlinois and California. Since 


Ww 
appear 


Kil 


percent of the trucks on the Nation's streets and highways are said to be eng 
in private carriage, the Private Carrier Conference, as you can see, represent 
vast segment of truckowners in the United States. 

The conference appears here today in support of H. R. 3203. It believes that 
enactment of this legislation is essential if the efficiency, economy and flexibility 
of the motortruck is to be preserved. If H. R. 3203 is not given favorable con 
sideration by the United States Congress, we feel that the free flow of commerce 
among the States will be dealt a severe blow and that artificial restraints upo 
free enterprise, especially as concerns the movement and marketing of fa 
products, will cause grave repercussions in our agricultural community and 
attendant increases in prices to consumers. 


The Private Carrier Conference numbers among its members many farmers, 
livestock producers, fresh food and vegetable growers, fish and seafood pro 
cessors, and other agricultural enterprises. These companies own their own 
motortruck units and haul their own products to market as private carriers 
After unloading at destination, it is sometimes to their advantage to lease 
their vehicles to authorized common and contract carriers for the return 
This arrangeme 


rip 

nt has been built up over the years and has proven mutually 
beneficial to our farmer members as well as the authorized ICC carriers. The 
farmer is enabled to sell his products at a lower cost as a result of the efficient 
use of his vehicle in both directions. The common carrier benefits in that he 
is not required to purchase additional equipment to meet peak demands. In 
most cases, the movement of agricultural commodities in one direction coincides 
with a peak movement of general commodities in the reverse direction, thus 
adding to the economic advantages of such leasing transactions. 

Yet, if remedial legislation is not enacted immediately, the leasing regulations 
promulgated by the Interstate Commerce Commission in ex parte MC 438 and 
recently upheld by the United States Supreme Court, will be placed into effect, 
and historic leasing practices of the above described nature will be prohibited 
Such arbitrary restrictions will destroy completely economical transportation 
as we know it today, and will require, instead, shameful waste in manpower, 
equipment and fuel, increased congestion on the highways by requiring 2 vehicles 
to do the job of 1, and will ultimately result only in increased cost of food 
products to the American housewife. 

In defense of its restrictive regulations governing truck leasing, the Interstate 
Commerce Commission has cited safety of operations as a primary reason for 
such action. The record in the ICC proceedings, ex parte MC 43, contains a 
detailed analysis by a number of authorized carriers who operate both leased 
and owned equipment. This shows owner-operators had safety records con- 
siderably better than employee drivers. These were detailed checks involving 
a period of about 2 years for each of 5 large carriers. 
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(he private carrier conference has consistently maintained its position with 
reference to trip leasing. In a statement made before the Senate Committee on 
Interstate and Foreign Commerce at its hearings on March 28, 1952, dealing 
with bills relative to domestic land and water transportation, it was specifically 
stated as follows: 

“| would like to say a word about the leasing features of the bill, Mr. Chair- 
man, because I think they are important. The leasing restrictions are also most 
discriminatory. The bill permits common or contract carriers to lease vehicles 
between themselves but not to or from private carriers. It is more restrictive 
than the ICC leasing orders now before the courts. 

“Private carriers should be permitted to lease vehicles to or from common or 
contract carriers, as there are seasonal changes in the need for private carrier 
equipment which makes this most desirable. Private carriers should be per- 
mitted to lease specialized equipment such as pressure trucks, when not using 
such equipment themselves and when for-hire carriers have need for such 
equipment. 

lrip leasing by private carriers should also be authorized, since this provides 
badly needed transport capacity for common carriers and agricultural com- 
modities, and, just as in the case of hauling exempt commodities, assists in 
lowering costs to the American consumer. 

“Liberalizing of the leasing restrictions would benefit for-hire carriers by 
providing them with added equipment for their peak periods without the neces- 
sity and burden of permanently augmenting their fleets. This would provide 
vreater flexibility and make for the most efficient and economical use of existing 
transport facilities.” 

{It should be a matter of great interest to this committee that trip leasing as 
it is known today, grew as a transportation practice pursuant to the express 
direction of the Office of Defense Transportation during World War II. At 
that time, ODT found it to be absolutely essential to not only authorize, but 
to encourage trip leasing of vehicles. The experience gained during this emer- 
gency was valuable indeed and added greatly to the improved transportation 
facilities which came out of the war effort. The Interstate Commerce Com- 
mission, another Government agency, now seeks to strike down all of the gains 
in efficiency and flexibility which we have found to result from wise trip-leasing 
practices. Certainly, if trip leasing was essential during an emergency period, 
its value and its broad benefits to the American public certainly ought to be 
apparent and utilized during the present emergency also. 

The private carrier conference also advocates passage of this legislation as 
a matter of principle. It feeis that the Interstate Commerce Commission has 
invaded a basic right of management in imposing such strict limitations on the 
rights of common and contract carriers in making available additional trans- 
portation facilities when they are so badly needed by the public. Such ICC 
regulations constitute a monumental barrier to progress and development of 
America’s transportation and distribution system. The promulgation of such 
rules serves only to bind and shackle a vast segment of our Nation’s transporta- 
tion system. By so restricting progress, literally thousands of individuals will 
be forced to return to antiquated and uneconomic methods of marketing and 
distribution. Such unsound, arbitrary intervention by Government would not 
serve the public interest, but would succeed only in eliminating an economical 
and indispensable transportation facility to carriers everywhere, and increase 
the cost of living in a dangerous inflationary era through which our Nation is 
now passing. 

The private carrier conference feels that it is essential that private carriers 
of this Nation continue to have the freedom of choice in transportation which 
they have enjoyed in the past and which has made such an outstanding con 
tribution to the growth of the American economy. The trip-leasing regulations 
promulgated by the ICC strike at the very heart of this freedom of choice in 
transportation. But, more than that, they do this irreparable harm without 
any consequential gain to any particular segment of the transportation com- 
munity. Trip leasing should be permitted and the Interstate Commerce Com- 
mission should be restrained from inveking the restrictive, unwarranted, un- 
justified, and unreasonable regulations which they have issued. The courts and 
the Commission have refused us relief in the matter. We must now look to the 
Congress for the kind of relief from this intolerable situation which we feel wiil 
be forthcoming. We again urge upon you the favorable recommendation of 
this legislation and its swift passage by the Congress. 


The CHarrmMan. Now I would like to hear from Mr. Blanchard. 
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STATEMENT OF PAUL E. BLANCHARD, LAW DEPARTMENT, 
ARMOUR & CO., CHICAGO, ILL. 


Mr. Buancnarp. Mr. Chairman, members of the committee, 
name is Paul E. Blanchard. For the past 33 years I have had charg 
of all legal phases of all transportation matters in which Armour 
& Co. has been interested. I have been employed in the law de, 
ment of that company for nearly 35 years. 

I am appearing in support of H. R. 3203. We feel that the | 
visions of an order of the Interstate Commerce Commission in thx 
docket MC-43 unnecessarily destroys certain types of motor-car 
service which are badly needed by us and by the public. 

Before proceeding, I would like to state that as far as I know, 
I am the first, and perhaps the only witness, who appears here t 
talk to you gentlemen as to the effect of order MC-43 upo 
shipper, the cutomers of these warring truck factions here. I y 
not refer to gypsy operators. With one exception I will not refer 
to the trip leasing. I would like to call Congressman Dolliver’s 
attention, however, to the fact that, I, too, was raised in Iowa, an 
I know the Iowa farmer. I do not think if an Iowa farmer si 


' 
ec 


one of these 30-day leases once, got his truck back to Fort Dodge 

and vot a telephone call to go to Des Moines. Iowa, and be pre} red 

to load his truek with a load of Look Magazines to Wichita, and got 

his 8 hours of rest, and was ordered to Los Angeles, and not see his 

home for 30 days, he would sign more than one of those leases. 
The provision of the order clearly is that when the equipment 

be driven by the driver, the period must be 30 days. The employ 


ment of the driver and the vehicle go hand in hand under these 
regulations. 

We are an extensive shipper of perishable freight. The greater 
part of our tonnage of food products moving, both by rail and by 
motor truck, throughout the United States, consists of such articles 
as fresh meats, butter, eggs, dressed poultry and other commodities 
which can move only in well insulated and refrigerated vehicles. 
By reason of this circumstance one of the hazards of transportatio: 
which we avoid in all possible instances is the hazard of transferring 
loads of such commodities from one vehicle to another, en route to 
destination. Even in cold weather the mere rehandling of many of 
these articles, such as carcass meats or eggs, is attendant with de- 
terioration in condition. In warm weather such rehandling is at the 
risk of the entire load. 

If we had produce from every one of our packing houses and 
shipping points to every destination in the United States to which we 
might want to make shipments by a series of common carrier motor 
services, the mere fact that this order permits the free interchange of 
traffic between one common carrier and another would be all that 
would be required in connection with this service. We could then, 
just as we load a railroad car, load a trailer job anywhere, and know 
whether it was handled by 2 or 3 or 4 or 5 carriers, it would reach 
the destination without this very expensive handling and hazardous 
rehandling in transit. 

But as you know, the Commission is very jealous in granting rights 
to motor carriers. We have many important points which are not 
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ected to important destinations by any carrier having a right 

+o handle our traffic, that is, any common carrier. In such cases we 

e but two alternatives. Perhaps we can find a contract carrier 

ho has the right to take the goods part of the way. At that point 

we may have a common carrier who has service to the desired destina- 

If we find no common carrier, our only alternative is to hook 

up our own tractor to our own trailer and take it as far to the point 

is is necessary to get the traffic into the hands of a carrier who has 
thority to handle it the rest of the way. 

Now, as 1 interpret this order, and I want to express a great degree 
of hesitation—I have been reading these orders of the Commission 
as I stated for 33 years—never before have I had before me an order 
that was so difficult to interpret, that was so uncertain in its meaning. 
Therefore, when I say that under this order such and such a condi- 
tion exists, I realize that perhaps someone who has approached it from 
a different angle may be able to convince me that I have erred in its 
interprets ition. Oftentimes you may interpret an order by looking 
back at the decision and see what the Commission was trying to do. 
To do that here often results in even added confusion. You find in 
the decision a statement that when Congress included section 225 in 
the act, it clearly implied that the carriers might use trailers and 
equipment belonging to shippers. 

In the railroad world we have been furnishing our own cars ever 
since the refrigerator car was developed, and we still furnish them. 
We do not like to get in the position where we may use motor service 
only at the expense of furnishing our own trailers. We feel that the 
carrier in publishing the rate has the obligation to furnish the equip- 
ment with which to handle the freight. 

Despite that finding in the decision that the carrier may use the 
equipment of the shipper, I interpret this order as forbidding it. 

We have had a great deal about safety. The construction of this 
order is very peculiar. It starts out with 4 or 5 exemptions. One is 
an exemption of all the interchange trailers—that is the subject I 
am interested in, the interchange of equipment—without anything 
but identification inspection between any common or contract carrier, 
so long as they both are operating in the same territory. 

In other words, if I am a contract carrier, and the gentleman here 
is 8 common carrier, both serving Kansas City and Chicago, we can 
interchange trailers as we please. But if my rights are from Chicago 

ist, and the other carrier is from Kansas City to Chicago, as I read 
this order it prohibits an interchange of trailers between those two. 

The Commission in past decisions has tried to justify that on this 
theory, that this man is a contract carrier and he has only rights to 
haul from Chieago to Kansas City. If we let him go on and inter- 
change with a carrier we are extending his right. 

I as a shipper, if he has that right to haul from Kansas City to 
Chicago, have the right, if I have a contract, to employ him. I have 
the right to have him bring my freight to Chicago. I have also a 
right now to employ the common carrier who may serve me beyond 
Chicago. But because of this order against interchange of equipment, 
I have got to unload that freight in order to exercise my legal right 
to use the services of those two carriers in conjunction without trans- 
fer of lading. I cannot ship it. It is an illegal transaction unless I 
unload the freight and load it in the other carrier’s trailer. 
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I would like someone to show me that this order does not provide 
that. But after 33 years of reading these orders, that is what it says 
to me. 

Let me say that in the first decision of the Commission, twice they 
comment that there was practically no evidence in that record as to 
the interchange practices by which the carriers interchanged equip. 
ment. I heard the case argued in Indianapolis. Nobody said any- 
thing about it there. I read the briefs of the case argued in Birming- 
ham. The matter of interchange was not touched upon nor is jt 
mentioned in the Supreme Court decision. Yet that matter of inter- 
change is of most importance to we shippers than all the gypsy oper- 
ated trucks that are operating in this country today. Particularly 
with perishable freight we must have the right to use the services of 
successive carriers who serve a common point without interchange of 
traffic or those services do not exist, and are not available to us. 

Even as to nonperishable freight to interpret it as it has been i: 
terpreted is merely to put a duty on the business, the duty being the 
cost of this unnecessary transfer from one vehicle to another mere}; 
because somebody has a theory that if you permit it, you will be ex 
tending the rights of the contract carrier in violation of the law. 

I think if Congress ever passed a law that had any such implica- 
tion, it should rewrite it so that such interpretation will not be pos 
sible. 

There have been many instances where a carrier has leased a vehicle 
to a shipper in a deliberate and successful attempt to defeat the freight 
rate. Take a carrier operating from here to Philadelphia. He has a 

uublished rate, let us say, of $1. He can ruin one of two competitors 

By making one competitor pay the dollar, and then lease the truck 
to the other competitor who with his own helper can get it up there 
for 50 cents. But that situation does not exist when I, a private ship- 
per, find that carrier with a surplus truck that he is not using and is 
not going to use for a week and I lease it from him, and I go down 
and haul my own freight from Richmond to Norfolk. Yet I am pro- 
hibited from doing that. 

There is an absolute and arbitrary provision against it. Often there 
are cases where there is no for-hire carrier. We have no alternative 
but to send our own truck. We can not lease a surplus truck lying 
around idle because this order prohibits it. 

The order is perfectly sound insofar as it forbids a carrier from leas- 
ing a vehicle to me for a service which he holds himself out to perform. 

Let me give you another illustration. We run a for-hire carrier 
from Chicago to Fort Wayne, Ind. At that point the for-hire carrier 
unhooks his tractor and his driver goes away and goes to bed. Our 
own driver backs on that truck and without rehandling like we 
give small-town merchants within an area of 25 miles direct plant to 
store door delivery service without rehandling of traffic in transit. 

If that carrier is a common carrier, we have to quit that because 
under no circumstances may we use the vehicle of a common carrier 
even in a service which he cannot give us. 

Now we come to one of these exemptions. We have in Washington 
what is known as the Washington commercial zone. It is a radius of 
25 miles around the Capital. Under this exemption I can bring the 
trailer into Washington by common carrier, and I can hook any tractor 
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on it and peddle goods all over town. But do not get 1 mile out of 
the commercial zone—if I want to serve a small-town dealer who 
wants 1,000 pounds a week—if I use this trailer and give him store 
door delivery, I am violating the law. I can do it with the fellow 
half a mile this side of him because he is in the commercial zone, and 
that operation is exempt. I hope someone can tell me that I have 
misinterpreted this order. But if I have not, that is what these car- 
riers in their fight between each other have done to the shippers. 

We take side with neither. We are in here asking that we get the 
best service available, the quickest service, and the least expensive 
service, and that we are denied by the provisions of this order. 

| have one other matter—and I do not want to be accused of con 
tempt of court, because I am disagreeing very directly with the Su 
preme Court, and when you do that, the only place you can get re 

ief is here—when you enacted the Motor Carrier Act. after extending 

all these general powers to enforce the act, both with regard to con- 
tract and common carriers, you said, “But the Commission shall not 
interfere with their adding to their equipment.” You did not say in- 
terfere with buying new equipment—adding, by beg, borrow or steal. 
The Commission was to keep their hands off. You only need read the 
labored reasoning found in the Commission’s decision to see how 
they have completely nullified those two provisions enacted by this 
body. The reasoning is this: We are charged by Congress with the 
duty of enforcing this act. In our opinion we cannot carry out that 
duty unless we regulate some of the sources from which these carriers 
receive their equipment. That being true, we have implied authority 
to make this regulation, and they cite a page of cases 

[I know most of the cases. I knew them without having to read 
hem. You will find without exception that in all those eases, the 
question was whether the Commission could exercise the authority in 

ew of the fact that the act itself was silent and did not expressly ex- 
tend it. Not one of them sustains that position that where the general 
authority is given that it constitutes authority directly overriding a 
specific prohibition contained in the act. 

Mr. Justice Reed, in writing his decision in the Supreme Court, 
sustained the objection to those sections on safety grounds. 

Something was said this morning about somebody repudiating 
somebody. I think that is about as clear a case of repeal of legislation 
by administrative enactment as I have ever seen in all my years of 
practice in the administrative field. 

I think if the law is to be amended, it should be amended here. It 
should not be amended by interpreting out of existence specific pro- 
hibitions in the act. Perhaps the Commission is right. Perhaps 
they must have this authority. But clearly they do not have it now 
except by implication, and that implication is made by absolutely 
nullifying a specific condition which you imposed upon their powers 
when you passed the act. If the language used to express the opinion 
is capable of interpretation otherwise, then you should reenact in such 
words that it could not be interpreted into oblivion. 

I think perhaps the concept under which the Commission has been 
laboring here is that famous distinction between interstate commerce 
on the one hand and transportation in interstate commerce on the 
other. There is no question but that when I haul my own goods in 





300 TRIP LEASING 


my own vehicle from Washington to Baltimore, and then turn it 

to a common carrier from Baltimore to a point further up in Mary 
land, that the entire movement is in interstate commerce. But Co 
gress has not given the Commission the power to regulate interstate 
commerce. You have only given them the power to regulate su 
transportation for hire as is done in interstate commerce. 

In the case I have just given you there is no transportation for 
in interstate commerce, because the first time the for-hire carrier got 
hold of it, he was in Baltimore, and the last time he was still in Balt 
more, so that the movement, although interstate commerce, is 
within the jurisdiction of the Commission because that is not tra) 
portation. 

That is not my idea. That was the decision of the Supreme Court 
of the United States in the Pennsylvania Railroad v. The Ohio Publi 
Commission, I think it is 298 United States Reports, where they drey 
that distinction. 

Applying that same principle here, if the carrier, the conti 
carrier, can haul from Kansas City to Chicago, that is one _— nt 
incommerce. The fact that I intend t« » ship the goods on to New York 
does not make his service. He is handling interstate commerce goi 


to New York. The Commission is not permitted to regulate that 
They are permitted to regulate his service moving goods from Chicago 
to Kansas City. There is nothing that implies that the Commission 
should put any strings on the shippers’ use of that rate, by sayin; 


“This is the rate, -_ you cannot ship it beyond.” That is the inte 
pretation put there by the Commission. 

I thank you. 

The Cuamman. Mr. Dolliver. 

Mr. Dotutver. As I understood your statement, Mr. Blanchard, tha 
kind of goods is not exempt from regulation ? 

Mr. BuancHarp. No. 

Mr. Douiiver. You are not talking about the goods from the farm. 
You are talking about processed meat or canned goods or something 
of that kind which moves in interstate traffic. 

Mr. Buancuarp. Shell eggs would be the only exemption on that. 

Mr. Doturver. All the other material you referred to I think is 
some kind of manufactured product. 

Mr. Buiancuarp. That is right. We transport some livestock for 
ourselves. For the 35 years I “have been there, we have been highly 
interested in the farmer’s ability to get to our market at the lowest 
cost possible, because if he does not get to the markets we have nohting 
to run our plants with. 

Mr. Dotuiver. As I understand your testimony, you are in favor of 
this bill but it does not go far enough. 

Mr. Buancuarp. That is correct. 

Mr. Dottiver. You have some objections to the regulations other 
than the 30-day period and the inhibition about the rate division? 

Mr. Buancnarp. That is true. You would have to add to the bill 
something of that fashion, “or to permit the Commission to impose 
any condition which would require transfer of any freight between 
the vehicles of one motor carrier and another, or between the vehicles 
of a private carrier and motor carrier when the vehicle of one carrier 
was available for the through movement.” 
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Mr. Dotzaver. Let me see if I get the full implication of what you 
aid. You believe that the public interest actually would demand the 
free interchange of all equipment between all classes of motor carriers, 

or does that take in too much territor y? 

Mr. Buancuarp. Mr. Dolliver, I have to ask you to define public 

nterest there. 

Mr. Dotuiver. Well, the interests of Armour & Co.; we will confine 

t to that. 

Mr. BLuancnarp. I would not confine it to that. If you mean by 
public interest, 160 million in this Nation who are the principal users 

ind who directly or indirectly pay for this transportation in the price 
they pay for finished goods, the answer is definitely “Yes.” If by 
oublic interest, you mean only that part of the public which is affected 
by the Interstate Commerce Act, I could think from a number of 

wpoints where my answer would be “No.” 

Mr. Dotiiver. Of course, that free interchange is not now per- 
mitted by the statute. 

Mr. Brancnarp. It is not prohibited 

Mr. Dotutver. So to phrase that another way, it is not permitted 

vy the regulations of the ICC under the statute. 

Mr. Buancuarp. Not until MC- 

Mr. Dotuiver. Do I take it from that answer that you mean MC+43 

beralizes the interchange? 

Mr. Buancuarp. No, 

Mr. Dotuiver. It is the other way? 

Mr. Buancuarp. No. It puts additional restrictions on it. 

Mr. Dotiiver. Just to conclude this questioning very quickly, your 

is that this H. R. 3203 does not go far enough? 

Mr. Buancuarp. It hela but I think with the congressional indica- 
tion of displeasure, I think we might be able to get the reahearing 
from the Commission on some of the other points. I would like to 
see this bill give the shippe rs a chance for through service without 

iaving to beat around the bushes as we do in many cases. 

Mr. Doutiver. If MC-43 goes into effect without any change by the 
passage of this bill, would you anticipate that that would increase 
the cost of getting livestock to your market ? 

Mr. Buancuarp. Just plain economics tell me it could not help. 
Then as I told you to start with, Mr. Dolliver, we might theoretically 
assume this farmer bringing from Fort Dodge to Chicago would lease 
his vehicle. I do not think he would ever do it more than once. If the 
cost of that round trip to him was $100, and he would not lease his 
vehicle back, that $100 would have to come off the inbound load, or else, 
since he now is getting $50 for the return load, and charging the farmer 
$50, somebody has to pay the $100. If you have to move vonly in one 
direction, that is the load that has to pay it. 

Mr. Dotutver. That is all. 

The Cuamman. Any more questions? 

If not, that will conclude your testimony, Mr. Blanchard. We ap- 
preciate your interest, and the assistance you have given us. We have 
been helped by the statements you have made to us, vand they will help 
the committee in consideration of this matter. We thank you. 

Mr. Buancuarp. Thank you very much. 

The Cnatmman. Mr. Sutherland, you have a very important state- 
ment. which is rather lengthy, considering the time available, but not 
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too lengthy from the standpoint of the importance of the views that 
you express, I would appreciate your conserving our time. If you 
ead this statement, it-would take at least 40 or 50 minutes to deliver it, 
even if you read rather rapidly. I think you are aware of the situa- 
tion the committee isin. Do you feel that you could give us the benefit 
of your wide experience in this matter in a comparatively brief time? 


STATEMENT OF D. L. SUTHERLAND, CHAIRMAN OF THE BOARD, 
MIDDLE ATLANTIC TRANSPORTATION CO., INC., NEW BRITAIN, 
CONN. 


Mr. SurHer.anp. I think I have myself, Mr. Chairman, where I can 
finish in less than 15 minutes. I will make a sincere effort to do so. 

The Cuarman. Very well. Thank you. 

Mr. SurTuHertanp. My name is D. L. Sutherland. I reside in New 
Britain, Conn. Iam chairman of the board of, and appear for, Middle 
Atlantic Transportation Co., Inc., a New York corporation. I appear 
in favor of House bill 3203, and will also offer a suggestion favoring 
an amendment to its present form. 

This is the sixth consecutive year I have been chairman of the truck 
leasing committee of the American Trucking Associations. I can sym 
ps athize with what has gone on here since Tuesday, because I have per- 
sonally held 28 hearings on this subject throughout the United States, 
trying to formulate the policy of the trucking industry on this pa 
ticularly important matter. 

Today, however, I am speaking solely for myself. I do not wa 
to be represented as speaking for the trucking industry. I am g 
ing this committee my own ideas. 

The Cuamman. In other words, notwithstanding your long affilia 
tion with the American Trucking Associations in important capacities, 
you are not speaking for them today. 

Mr. Surwertanp. That is correct, sir. It may have some bearing 
on my competence, but I am not authorized by them to make the 
statements I make here today. They are purely my own statements, 
and I want that clear 

The CrarrMan. I want to assure you that will not deteriorate your 
competency in the slightest. 

Mr. SurHertann. Thank you. 

The Cuamman. I do not take it that you are repudiating the 
American Trucking Associations. 

Mr. SurHertanp. No, I think the committee knows by now that 
there are some differences of opinion in the trucking industry on this 
subject, and the executive committee of our organization advised that 
anyone who wished to could appear and present any side before this 
committee, but they were taking no official position. That is the 
reason for the difference. 

My support of this legislation is based upon the belief that the ICC 
should be prevented by law from pursuing the course that they are em- 
embarked upon. I believe that course to be evident. I believe it to be 
one which can and will accomplish nothing except placing restrictions 
and regimentations around the operations of interstate trucking com- 
panies, and that its imposition constitutes a wholly unwarranted, un- 
necessary, and useless invasion of the field of management. 
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I am wholly in accord with the principle of regulation of motor 
tr transport ation in the public interest. I believe that the expansion of 

ie concept of “regul: ation of transportation” to include the “acquisi- 
tion of the equipment” with which carriers perform transportation is 

dangerous and totally unnecessary expansion of that concept, and 
that it goes far beyond the accept: able theories of regulation and that 
it is not in the public interest. 

The Commission’s policy, as evidenced by their formal order, out- 
sanding in Ex Parte Proceeding No. MC-43 (not yet bearing an ef 
fective date), is admitted one of restricting the right of carrier man- 

gement to acquire vehicles, under certain circumstances, through the 
neal um of a lease. It goes further and restricts the right of man- 
iwement in the use of vehicles which have been acquired by lease, even 

ough the conditions of acquisition by lease had the approval of 
the Commission. 

I want to depart from my statement to say I can shorten up my 
statement a little by saying that I have been impressed with two or 
three things that have taken place here since Tuesday. I want to 
point out first that this statement of mine was written many days 
igo, that it was down here long before this hearing started, but that 
t is predicated upon some things that were inevitable and had to 

pein at this particular hearing, because they have happened in 
every other hearing that has been held on this subject. 

In the first place, I am unimpressed by the contention that there 
will be no disruption of our national economy, of our marking prac- 
tices, and of the flexibility of the truc ‘king indus try by the imposition 
of the two portions of the order, Ex Parte MC-—43, that are before us. 
I think the very fact that so many persons oe appeared with such 
formidable array of talent in asking this committee to allow Ex Parte 
MC-48 to be put into effect raises the question as to its unimportance. 
I think they consider it quite important. 

I am impressed also by this fact, that conditions differ all over 
ihe country. What is necessary in one part of the country, what 
is an established and useful practice in one part of the country, is 
not necessarily true in all other parts of the country. Most witnesses 

that I have heard, and I have been here throughout the entire hear- 
ngs, are prone to reach a decision based upon their particular location 
in their particular part of the country. 

I am also very much impressed by the fact that there is no agree- 
ment as to what is or is not permitted under the proposed order in 
Ex Parte MC-43. There seems to be a wide divergence of opinion 
as to what would be permissible and what would not be permissible 
f those rules went into effect. One thing I am not at all in doubt 
about is that the policy represented in Ex Parte MC-—43, those two 
portions before you, are based upon the fact that they will limit the 
amount of trip leasing that takes place within the United States. 
We may disagree as to the extent that would be in all different parts 
of the country. We may disagree as to the effect on the economy, 
but the fact is that they will limit the amount of trip leasing or any 
other type of leasing, but let us stick to the trip leasing so that I will 
be very plain in what I say. They will limit the amount of leasing 
that can take place in the trucking industry. 

That is a policy of regimentation by restriction. It should not be 
confused with regulation. It isnot regulation at all. It is restriction. 
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I am also impressed with the fact that every person who has a 
peared on this stand as a proponent—as an opponent of this bill, a pro 
ponent of the Commission—is also supporting a theory or philosop| 
of regulation by restriction and regimentation rather than order|\ 
regulation. The question before this committee and the Congress js 
whether or not the Commission should be estopped by law from fi 
lowing such a philosophy Is either restriction or regimentat 
actually in the public interest ? 

The Supreme Court has said, and I agree with them, that if regu 
tion in the public interest requires restriction, even if that restrictio 
may put some people out of business, if it is necessary to order! 
regulation, then it may be imposed by the regulatory authority, 

That brings us to the one question that is actually before this 
mittee. Are they really necessary? Is the policy of restriction a1 
regulation of business compatible with the philosophy of free enter 
prise and a free economy? If not compatible, must it be sacrified ji; 
the interest of orderly regulation of a very important. public servic 
industry ? 

The Commission is committed to that restrictive policy. There is 
no question about it. If that policy is necessary then they should be 
permitted to implement it. If it is not necessary, they should be 
estopped by law from following it. I support the latter position. 

The economics of the case have been before you all so many times 
that I am not even going to touch on it. I am going to go on to oth 
parts of this discussion which I think are vital because I cannot add 
anything but millions of the illustrations that you have already 
heard—literally millions of the same sort of illustrations. 

When a carrier needs a vehicle for 1 or 2 days, and I do not cars 
he is a for-hire carrier, contract or common, for any length of tim: 
why should he be required to go without it entirely or to pay for 
for 30 days? Why should the trucking industry be singled out to be 
deprived of the right to pay for acts of agency, acts of production | 
the agents and employees by a method of compensation which ever 
other business in the world uses and calls a commission basis? W!) 
is the purpose of it? Is it really necessary that those things be saci 
ficed to this industry ? 

You have been told in the interest of orderly regulation that it is 
necessary for safety. The subject of safety is very close to me. It is 
my livelihood. I am interested in safety. Believe me—I am ver) 
much interested. But the Commission safety rules are very complete 
They are very explicit. They are subject to revision and correction and 
at any time when found deficient. They have been changed and will 
be changed again as often as the need arises. They have the full effect 
of law. They start out by requiring compliance by every motor 
rier. I quote: Section 1.1 says 

Every motor carrier shall comply with the following regulations and shall 
instruct its employees or agents, etc. 
to comply. Section 1.2 goes further and says: 

No motor carrier shall drive or require or permit any person to drive * * * 
ete. 
without complying. He alone is fully responsible under the law, the 
carrier. 
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How, then, can any carrier possibly evade his responsibilities under 
this act? If he does, he is liable to prosecution. There is no possi- 
bility of him getting out from under the fact of whether or not he is 

able under those words. They are as plain as any wands in the 
English language. ‘The carrier shall not require or permit, the car- 
rier shall comply. 

I do not know how you can say it any plainer. No additional law 
or rule is necessary to clarify that. No conditions as to the acquisition 
of any vehicle can possibly ‘strengthen it. No matter how he gets his 
equipment or what period of time, he has that piece of equipment, and 
that cannot have any bearing on those words, and his responsibility 
for those words and the actions of his employees and/or his agents. 
hey are there. 

You will have many examples, you have heard many of them; I 

ive heard them, too, of poor unfortunate drivers who have been re- 
quired to violate the safety provisions. Also others who have been 
permitted to flagrantly defy these same safety provisions. If you 
ook for it, you will also find that the records before the courts do not 
ndieate that those violations were quite as great in the case of leased 
equipment as in the case of owner equipment, but that is a side issue. 

an comment is as follows: If these examples are authent ic, based on 

. why were not the carriers prosecuted for requiring or permitting 

their existence? They should have been, and to the fullest extent of 
the law. That is good regulation. 

If, on the other hand, these cases are based on rumor and belief, 
instead of fact, then I ask, is an entire great and very —— unt publie- 
service industry to be castigated, maligned, regimented, and restricted 
because of them ? 

It is beyond a question that if they are factual, the Commission has 
all the power that Congress can bestow with which to handle them, 
and if they are based on rumor, belief or innuendo, they are not prop- 
erly pertinent and deserve no consideration. They should not even 
be before us. 

At any rate, the pending legislation before this committee has no 
bearing on any matter of safety. The manner in which the vehicle is 
used in transportation is the determining factor as to compliance or 
violation. ‘Fhe manner in which the vehicle is acquired or for what 
period of time it is acquired is in no wise pertinent. 

The concept of regulation which intermingles the governing of 
safety on the highway with the subject of prohibiting acquisition of 
vehicles in any manner or manners can only be based on the idea that 
f we remove some vehicles from the highway we will prevent a per- 
centage of violations. If that concept is to prevail, I submit you can 
stop all violations by prohibiting any vehicles from using the highway. 
You can also stop the crime of shoplifting by closing all stores. 

You will also hear that these restrictions are necessary to insure 
that the equipment itself, mechanically and otherwise, complies with 
the safety requirement. I will not burden you with repetition, al- 
though I have written it out. The carrier again under the safety rules 
is required to do it, the further answer of those rules as included in 
Ex Parte MC—43, requiring inspections, requiring that leases be re- 
duced to writing, requiring that supervisory employees sign and file 
in inspection report, that they have the proper examinations on 
drivers and put them into their files and keep them for Commission 
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inspections, those things were suggested to the Commission by oy; 
industry. But they added to them a 30-day provision which has yo 
bearing at allonsafety. Weare in favor—I am in favor of regulation 
of the leasing practices, but not of the regimentation and restriction 
that comes out of this sort of thing. 

You will also hear, and have been told, that rates are based on certs 
leasing practices, and the result has been disastrous in the rate s ales 
available to all the shipping public. It has come to us in a lot of 
different forms, but essentially that is what it amounts to, leasing 
practices, having an adverse eflect on rate scales. 

I have always been a very strong advocate of the integrity of the 
common-carrier rate scales. I believe they should be protected. | 
do not believe—and I can show I believe that leasing practices have 
nothing to do with it—that rates have gone into effect based upo 
leasing practices which have had that disastrous effect in some sma 
areas. I know that is true. I unhesitatingly say if those rates have 
had an adverse effect on reasonable rates to all the pubhlie, then there 
is no one to blame except the Interstate Commerce Commission. 

The law is clear. The practice is well defined and thoroughly fa 
miliar to everyone. The national transportation policy is not faulty 
in that respect. The theory of back-haul rates is as old as transporta 
tion regulations. The principle that what is back haul for one carrie: 
may be a forward haul to another is also well understood and estab 
lished. Probably the most important regulatory function of the Com- 
mission and the function which requires the greatest degree of objec- 
tivity and judgment is the exercise of their duty with regard to rate 
decisions. 

Certainly no one can argue the appropriateness of a carrier promul- 
gating a rate or a rate structure which will be as economical as possi 
ble to all shippers who can avail themselves of its services. The 
Commission, and only the Commission, is required by law to weigh the 
effect that that rate or rate structure will have on the ability of all 
carriers to serve all the public under nonpreferential, nonprejudicial, 
and reasonable rates, and if they find that the promulgated rate will 
have an adverse effect on that entire picture, they must not allow it to 
go into effect. The law goes still further and sets up a procedure 
which allows them to remove any such rate which has gone into effect, 
and has later been found to have an adverse effect on the economy of 
the country. 

Is it a proper concept of regulation which would regiment and re- 
strict an entire industry because the regulatory authority has possibly 
been derelict in performing one of its primary functions? 

You will also hear that these restrictions are necessary because some 
carriers have allowed other carriers to operate over their authorized 
routes under the subterfuge that the vehicle has been leased from the 
one carrier to the other. In other words, it is said that leasing of 
operating authorities has taken place under the guise of leasing the 
vehicles. 

You will probably be told of road checks which disclosed that num- 
erous vehicles were not complying with the identification rules of the 
Commission and were not carrying documents which would disclose 
whose service they were engaged in. 
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Again I ask, if these statements are true, why were not the culprits 
subjected to prosecution? If they were not true, why do we hear 
about them ? 

Certainly the identification rules of the Commission are plain, Cer- 
tainly vehicles are required to carry shipping documents which will 
show what the vehicle is doing, and for whom. A prohibiti ion against 
ee ing of vehicles will not change that at all nor will it stop any 

rillful violations. The length of time a vehicle is in the service of a 
carrier or how he acquired it “has no bear ing on his responsibility for it. 

When we deal with the subject of off-route vehicles, we are actually 
leaving the field of leasing and getting into the field known in the 

transportation ter minology_ as interchange. Ihave long been an advo- 
cate of an orderly intere change of vehicles between carriers to perform a 
through service as economically as possible for the shipping public. 

is permitted by law. It is just good commonsense. I know of no 
one who disagrees with the premise. 

However, there is nothing mysterious or sinister about an act of 
interchange. The transportation service being performed by any vehi 
cle at any one time is the responsibility of the carrier on whose routes 
and in whose service it isthen engaged. That carrier cannot evade any 
of his responsibilities by the fact that he acquired that particular ve hi 
cle by interchange, and the same is true if he acquires it by lease. He 
still 1s responsible for its proper identification, for its documents, for 
its mechanical condition, for compliance with the safety rules, and for 
the actions and functions of its driver. If he shirks or attempts to 
avoid any of those responsibilities, he is violating the law. No further 
rules or laws are necessary to make this fact clear. 

I do not want anyone to get the idea that I am not in favor of regula- 
tion. I have a little part in my statement on that very fact, and the 
things I have suggested both on my own and representing this industry 
to the Interstate Commerce Commission and again I repeat to you, that 
most of the things contained in Ex Parte MC-43 were suggested by 
myself representing our industry to the Interstate Commerce Commis 
sion. The additives are the ones which strike at the regimentation 
and the restrictions which are not necessary. They are the ones that 
are before this Congress right now. 

If the Commission claims that it does not have the authority and 
cannot police these things, I cut from the newspaper yesterday morn- 
ing a report of enforcement fines for the first 3 months of 1953—I 
assume it is an official report, because that is what the article says— 
from the Interstate Commerce Commission last week which showed 
that in motor-carrier enforcement proceedings from January 1 
through March 31, the courts imposed fines and forfeitures of $64,531, 
upon those involved in a total of 127 court cases. They break them 
down in the last part of this news item. The classification and types 
of offenses charged, 54 proceedings operating without authority. 
There is your off-route guide. They have all the authority they need 
now. They prosec uted 54. He is operating where he has no au- 
thority. They prosecuted 54 in this report. Thirty-one for drivers 
failing to keep proper logs. Nineteen others involved were drivers 
involved in various w: ays. Thirty were for having violated explosive 
regulations. Eleven for failing to have doctors’ certificates fur drivers. 
The Commission is prosecuting carriers right now for these very 
violations. 
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Ordinarily regulation of leasing and interchange practices 

take place and be enforced without the imposition of this type 
restriction or the adoption of any philosophy of regulation base 
regimentation or restriction. 

At the outset I said I would make a suggestion for an amend) 
to the legislation now before you. 

At about the same time that the Commission issued its propos 
and presently outstanding order in Ex Parte MC 48 it also denied 
petition of a carrier to extend its authorized operations, on the gro 
that the carrier did not own the equipment with which it propose 
perform the new serv 1¢ e if authorized to do so. 

All of that carrier’s equipment was leased from a subsidiary 
poration and under control of the same principals as the appl 
company. The crime seemed to be that he leased the equipment. H 
was declared to be unfit to perform the proposed service. 

Since that date, that thing has occurred many, many times ove: 
have been declared w a I would like to give you those ver 
quirements, the very words that the Commission has said. 

First let me s ay to you there are m: a reasons why management 
a carrier may wish to acquire vehicl ‘lease rather than by | 
chase. They are not necessarily crimin: a by any manner or means 
Most of them are not. I know. I lease all of my Canna I sold 
the last truck that I owned in October 1947. I did it because | 
wanted to get out of the garage business which I knew nothing about, 
and enable myself to concentrate on the transportation business, 11 
which T had been trained ever since T left college. TI simply tur 
the work of garages over to people who were trained in the garage 
business. I was spending 75 to 85 percent of my time running a series 
of garages. I had little time left to do the job that I was trained to 
do. Certainly I could not alter my responsibility to the public or to 
the Commission in any way by this arrangement. Our company is 
still responsible for seeing to it that all the vehicles comply with all 
the rules of the Commission. We are still responsible for the actions 
and qualifications of the drivers. Our service to the public is bet 
ter, and our transportation functions have improved since we spend 
all of our time on those matters. Our costs are less, our financial 
situation is improved, our lessors are happy. 

Do these facts make me or our company less fit or in any way unfit 
to perform transportation services ¢ 

Take it conversely. I have no quarrel with nor any criticism of the 
man who feels it is better for him to own and service all his own equip 
ment. Does the fact that he acquires his vehicles by purchase, equip- 
ment trust, chattel mortgage, conditional bill of sale contract, or any 
other method, make him more fit to perform transportation services 
than Iam? Of course not. Does the fact that he elects to spend a 
portion of his effort and time in the garage business make him more 
fit? Of course not. Those considerations are the proper functions of 
management and have absolutely not bearing on the subject of fitness. 
The Commission should be estopped from using them as a criteria of 
fitness. 

Let me be more specific. Among several hundred towns, cities, and 
communities which are regularly served by our company is the town 
of Framingham Center, Mass. Three miles to the north of Framing- 
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im Center is a community known as Framingham, Mass. Under 
New England township laws as ruled by the Commission, it is con- 
dered a freight town, although a part of the same township as 
Framingham Center. 

In May 1952, at the request of several shippers, we filed an applica 
tion with the Commission to extend our routes of service this 3 miles. 
\ hearing was held and a proposed report and order of the Commission 

ssued on October 28, 1952. Let me read from that report: 

\pplicant operates 552 vehicles which are not company owned, although com- 

ially registered with the motor-vehicle registrars of the States in the name 
he applicant. 

The record says we have 552 vehicles registered in our own name, 

sed, if you please, in our own name. 


rhe applicant claims that it holds title to the vehicles under long-term lease. 


Why they say claim, I do not know. There was not any evidence to 

e contrary. Bear in mind that all during this period they were say 

¢ this, there was meets though not effective, an order of the Com- 
mission, in ex parte MC-48, which defines ownership as being the party 
whose name the vehicle is registered. That order was out, although 

ot effective when they wrote this one. 

(Quoting further from the report and order of the Commission in our 
application case, we find: 

\pplicant should be found not fit and able to perform the proposed operation 
because title to motor equipment is not in its name. 

In the past the Commission has held that ownership of equipment to 

e operated by a carrier must be shown to obtain extension of rights. 
(nd they quote the famous Lemmon case that I referred to earlier. 

Here we have a company operating over 200 million ton-miles a year, 
erving several hundred communities and several thousand customers, 
employing over 800 employees, accepting all its obligations under the 
laws of the Federal Government and seven individual sovereign States, 
having amicable and friendly relations with nine labor unions, having 
a very fine and enviable financial statement, having in its possessi ion 
and registered in its name 552 motor vehicles, and a “background of 2 
vears of experience, branded as unfit to be a carrier by the Interstate 
Commerce Commission. 

I said branded as being unfit. I even go ahead and you will find it 
in my statement, quoting their own district supervisors, our shippers, 
ind competitors in a sarcastic manner that we are not fit to be carriers. 
They even make the statement that the company claims to be a motor 

carrier but does not own any trucks. 

That same district supervisor has long been an acquaintance of mine, 
[ think. He has been in our office many, many times. He has person- 
ally complimented me and our company for our efficiency and our very 
evident efforts to comply with the Transportation Act, and accept our 
full responsibilities. 

In the light of this fact, I cannot help but believe that his deroga- 
tory remarks of recent date reflect an impression that he has received 
from his superiors. That is not sur prising. Since the policy of unfit- 
ness based on leasing was first enunciated by the Commission in the 
Lemmon case, they have consistently followed it in all cases where aniy 
leasing existed. Unfit is a dirty word. To be branded as unfit by the 
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Commission and its employees is a terrible thing, and cannot be 1 
lightly. 

The import is clear. The Commission would regiment by its policy 
all motor carriers into a common pattern, They would require me to 
invest my money in trucks that I already possess. They would force 
me to divert a portion of my time from the transportation business 
into the garage business. If I did not accede to this requirement a 
accept the proffered straitjacket, I will not be allowed to expand my 
business, and I will be branded as unfit. 

What is just as bad, if not worse, the Commission by this poli 
adoption has made a mockery of the law itself. It has already reache, 
a decision on any hearing which it may have come before it, 
acquisition of vehicles on either long-term or short-term lease 
volved. In such cases it is quite evident that the application w 
denied, regardless of any showing made as to public convenience 
necessity. The carrier will be declared unfit and the application 
nied. That is the inescapable pattern as of this date. Why, t! 
have a hearing, even though it is required by law? Is it only for 
purpose of putting into the record some shred of justification for : 
porting a predetermined decision ¢ 

I recognize the many and diverse problems of the Commissio: 
its dealings with motor carriers. I am aware that they feel the pu 
of economy programs of our national administration. I know they 
feel that they are undermanned and that they cannot do everything 
without more manpower. I suggest that perhaps they are spending 
too much effort on problems of management at the expense of perfor 
ing pure ‘ly regulatory functions. 

I ask the Congress to remove the Commission once and for all fro 
any interference with management as to the acquisition of eh les 
by lease, purchase, or any other manner which may become availab\ 
to management. 

[ ask furthe ‘r that they be precluded from interfering with manag 
ment’s rights to recompense any of its employees or agents in any 
manner that is satisfac tory to the parties involved. 

I ask further that the Commission be estopped from using the 
method of acquisition of vehicles, which he chooses to employ, as any 
criteria as to his fitness or ability. 

I believe that these requests, if enacted into law, will have a salu 
tary effect in convincing the Commission that the transportatior 
policy of the Congress is not one of restriction and regimentation. I 
believe a reversal in their policy is absolutely necessary, and that 
until it takes place, at the direction of the Congress, our imdustry will 
never get regulation in the public interest, nor the type of enforce 
ment it needs, and for which it constantly pleads. 

I thank you. 

The CuarrMan. Any questions, gentlemen ? 

Mr. Harris. Mr. Chairman. 

The Carman. Mr. Harris. 

Mr. Harris. What do you own as far as equipment is concerned? 

Mr. SurHer.anp. One snowplow at each terminal. 

Mr. Harris. You lease altogether ? 

Mr. Surnertanp. Everything is acquired on long lease. We use 
a few trip leases from time to time. The Commission, while they are 


ake} 
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rporting here to be striking at 30-day leases, trip leases, in follow- 
ng the policy that they followed in’ the Lemmon case, they are 
declaring carriers unfit who have acquired vehicles on periods of a 
vear, 2 years, 5 years, and 5 years by lease. The crime is in leasing 
7 ‘ not the time in the e yes of this Commission. 

Harris. That is a rather strange situation, because I was 
winder dhe impression that what the Commission was trying to do was 
to bring about leasing for a minimum period of 30 days. 

Mr. SurHertanp. My operation, Mr. Congressman—as I think a 
previous witness from the railroad said—out of 8.400 trips that I 
testified to before the Commission in their proceedings for my own 
ompany, I had 28 of them on trip lease. Every piece of equipment 
[ have 1s under a continuing form of lease at a minimum of 1 year. 
It is registered and licensed in the various States in my name. No- 
chats on the license, nowhere on the truck does the lessor’s name 

yppear. My name as lessee appears there all over the vehicle, and on 
the registration plates. That is not only peculiar tomy case. That is 
lso to several others. There are 14 cases like that where the Com- 
ission has said, “You are not fit to expand your operation because 
you do not own your equipment.” 

' Mr. Harrts. You are already authorized to operate, are you not? 

Mr. Surmer.anp. Yes. 

Mr. Harris. You have that certificate? 

Mr. Surner.anp. In the sphere that I have it, that is right. They 

nnot strike me there. It is only when I want to or need to expand 
ny business, 

Mr. Harris. This legislation proposed here does not have anything 
to do with expansion of service. 

Mr. SurHerLanp. Yes, it does. 

Mr. Harris. I was under the impression it had only 2 objectives; 

was to prevent the Commission from promulgating the minimum 
ay lease provision and to prevent the Commission from inter- 
posing its rules with reference to compensation. 

Mr. Surmer.anp. That is right. 

Mr. Harris. I thought those were the only two things involved here. 

Mr, SUTHERLAND. Yes. 

Mr. Harris. How are you involved if you lease all of your equip- 
ment for a year or more? 

Mr. Surmertanp. By this mans and in this manner only: I am 
ot only talking now about myself, but I am talking about a lot of 
other carriers. I will pin it right down to my own company. Even 
though you pass this law and say to this Commission you cannot 
regulate the term of the lease, the Commission can force me to comply 
with its predetermined decision on that 60, 90, 6 months, or whatever 
it might be—they might even tell me I cannot purchase them by 
purchase contract, I do not know. That might be the next one, 
followed to the logical conclusion, it very well could be—they can 
enforce it unless you prohibit them from putting a straitjacket around 
ihe carriers by other means. 

Saree else mentioned the other day this compensation factor, 

e Commission can enforce its will through its compensation require- 
anh just as effectively as if you did not pass the law at all. Unless 
you plug that loophole, which has to be plugged in addition to this. 
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Mr. Harris. Do you operate on the procedure of percentage return 

Mr, Surner.anp. No, I do not. 

Mr. Harris. You contract outright ? 

Mr. Surnervanp. Yes, sir. I work entirely on a time-limit basis. 
and pay the employees for driving on a straight basis as far as that 
is concerned. That happens to be because in my dealing with my 
representatives of my employees, I signed the contract that would be 
true, and I do not point the finger that does it any other way. 

Mr. Harris. Apparently I misunderstood the provisions of the 
proposed rule. I cannot see how it affects your situation. 

Mr. Surmer.anp. It is quite evident from everybody that is her 
that nobody agrees that the thing says the same thing. Nobody 
admits it. 

The Cuarman. Mr. Heselton. 

Mr. Hesevron. I am reading from the testimony of Mr. Evans, the 
other day, on one point where I think you may be able to complete 
the record. I do not know whether you heard him testify but he said 


The so-called owner-operator can operate without liability insurance 


I called his attention to the compulsory insurance law in Massa 
sets. Does Connecticut _ a compulsory law ? 

Mr. Surnertanp. No; it does not. 

Mr. Hesevron. Are you aware of any of these people who leas 
equipment and drivers operating w ithout lis ibility insurance, an 
us confine it to New England. Do you know of any instance where 
that hs as Sees ? 

Mr. SurnerLanp. Not to my knowledge; no. It has never been 
sane to my attention in all the hearings we held if it were true. 
It could well be that some people do not buy insurance even if 
law says it is compulsory. 

Mr. Heservron. As far as you are concerned, you carry your own 
insurance ¢ 

Mr. Surnerntanp. Yes; we insure all vehicles even if they 
acquired for only 48 hours. 

Mr. Hesevron. That is all. 

The Cuarrman. Are there any further questions, gentlemen ? 

If not, we thank you very much, Mr. Sutherland, for your con- 
tribution and assistance to this committee. 

Mr. Surner.tanp. Thank you. 

The CuarrMan. Your statement may be inserted in the record at 
this point. 

(The statement is as follows:) 


STATEMENT By D. L. SUTHERLAND, ON BEHALF OF MIDDLE ATLANTIC TRANSPORTA- 
TION Co., INC. 


My name is D. L. Sutherland. I reside in New Britain, Conn. I am chairman 
of the board of, and appear for, Middle Atlantic Transportation Co., Inc., a New 
York corporation. I appear in favor of House bill No. 3203 and will also offer 
a suggestion favoring an amendment to its present form. 

My support of this legislation is based upon the belief that the ICC should be 
prevented by law from pursuing the course that they are embarked upon. I 
believe that course to be evident. I believe it to be one which can and wi 
accomplish nothing except placing restrictions and regimentation around the 
operations of interstate trucking companies and that its imposition constitutes 
a wholly unwarranted, unnecessary, and useless invasion of the field of man 
agement. 
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Iam wholly in accord with the principle of vegulation of motor transportation, 
in the public interest. I believe that the expansion of the concept of regulation 
of transportation to include the acquisition of the equipment with which car- 
riers perform transportation in a dangerous and totally unnecessary expansion 
of that concept, and that it goes far beyond the acceptable theories of regulation 
and that it is not in the public interest. 

The commission’s policy, as evidenced by their formal order, outstanding in 
ex parte proceeding number, M. C. 43 (not yet bearing an effective date), is 
admittedly one of restricting the right of carrier management to acquire 
vehicles, under certain circumstances, through the medium of a lease. It goes 
further and restricts the right of management in the use of vehicles which have 
peen acquired by lease, even though the conditions of acquisition by lease had 
the approval of the Commission. 

rhe Supreme Court of our Nation has said, and rightfully so, that if regula- 
tion, in the public interest, requires restrictive measures, then they can legally 

imposed in the interest of regulation even though the imposition may cause 
the sacrifice of some business enterprises. That is another way of expressing 
the well-established principle of “the most good for the most people.” I agree 
with it wholeheartedly. That decision poses to this committee, and to the 
Congress, these final questions. Does orderly regulation of transportation re 
quire the impositions of these restrictive measures? Are they really neces 
sary? Is the policy of restriction and regimentation of business compatible with 
the philosophy of free enterprise in a free economy? 

he Commission is committed to a restrictive policy. If that policy is neces- 
sary they should be permitted to implement it. If it is not necessary they should 
be estopped by law from following it. I support the latter position. 

The economics of the case in point are so self-evident and will, I am sure, be 
so presented in detail that I do not intend to discuss them to any great extent. 

ess this proposed legislation becomes law it will follow that many of the 
economies which have been produced through years of experience in the industry 
W be destroyed. 

What is now useful transportation and distribution capacity under short-term 

ase will be relegated to empty mileage on our already overburdened highways. 
Two trucks will often be required to perform the work now being done by one. 
Both will travel empty in one direction in many cases. 

Marketing practices which have long been established and proven will have to 
undergo radical change. Our farm produce, our livestock raisers and feeders, 
our seasonal industries and businesses, and many of our staple producers will be 

biected to an expensive and disruptive alteration in custom. 

When a carrier needs a vehicle for 1 or 2 days or any length of time, why 
should he be required to go without it entirely or to pay for it for 30 days? Even 
f our economy should be able to stand 30 days’ expense for a lesser period of 
sage, why should the vehicle be immobilized for the remainder of the 30 days 
when some other carrier might need it? 

Why should the trucking industry be singled out to be deprived of the right 

compense employees or agents in accordance with what they produce? I 
am not talking about influence peddlers. I know the term “five percenter”’ has 
wen used in describing commission arrangements in the trucking industry. I 
know it has been used sarcastically and was meant as a slur, and I resent it. 

| want this committee to know that there are many thousands of communities 

our country who need and use trucking services of regular and special nature, 

ose requirements would never support the operation of a terminal within 

eir environs. The only representative of the carrier who regularly gets into 
that community is the driver who picks up and delivers their goods. He executes 
the bill of lading for the carrier, he is the salesman, the bill collector, the claim 
settling agent. In short he is “it.” Why then is any stigma attached to the 
fact thet he is paid on a commission basis? Why should the Commission be 
permitted to destroy these relationships of agency that are compensated for 
under plans that have been proven over the years and are comparable with the 
practices of all other businesses under siimlar circumstances and conditions? 

The imposition of these uneconomic conditions on the carriers, their effect 
on the economy of the Nation, this disruption of tried and proven operating prac- 
tices, this invasion into the rights of management to succeed or fail in the opera 
tion of a business, should not be permitted, unless it is necessary. 

You have been told, or will be told, that they are necessary in the interest 
of orderly regulation. Let’s look into that. 
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It is alleged that these restrictions are necessary in the interest of safety 
on our highways. Or to put it another way: These restrictions would be helpty) 
in improving safety conditions and in preventing carriers from evading their 
responsibilities with regard to the safety functions of the Commission. That’ 
pretty strong language and, if proven to be true, should in itself be a « 
pelling reason rhe trouble is that it is only a pious statement with some pi 
appeal and is otherwise of no consequence, 

The subject of safety on the highway is paramount to me. It’s my livelihoo 
It's my business. 

The Commission's safety rules are very complete and very explicit. They 
subject to revision and correction at any time if they are found deficient. T 
have been changed and will be changed again as often as the need arises. ‘J 
have the full effect of law. They start out by requiring compliance by every 
motor carrier Section 1.1 says, “Every motor carrier shall comply with 
following regulations, and shall instruct his or its employees and agents 
etc.,” to comply. Section 1.2 says, “No motor carrier shall drive or requ 
or permit any person to drive * * *, ete.,” without complying. How then can a 
carrier possibly evade his responsibilities with regard to safety? He alone is 
fully responsible under the law. He is the carrier and as such he must comply 
and he cannot require or permit any violation on the part of his employees 
or agents. If he does he is liable to prosecution. There is no possibility of his 
evading this responsibility. 

The words “carrier shall comply” and “carrier shall not require or permit 
are as plain as any words that can be found in the English language. No add 
tional law or rule is necessary to clarify them. No condition as to the acquisi 
tion of any vehicle can possibly strengthen them 

You will hear of many examples of cases where poor unfortunate drivers have 
been “required” to violate the safety provisions. Also of others who have been 
“permitted” to flagrantly defy these same safety provisions. If you search 
for it you will also find that the records of the Commission do not indicate 
that these violations are more prevalent in cases of leased equipment. In fact, 
their records show the reverse. 

My comment is as follows: If these examples are authentie cases based « 
fact, why were not the carriers prosecuted for requiring or permitting their 
existence? They should have been, and to the fullest extent of the law. That 
is good regulation. If on the other hand these cases are based on rumor and 
belief instead of on fact, then I ask: “Is an entire, great, and very important 
public-service industry to be castigated, maligned, regimented, and restricted 
because of them?” 

It is beyond question that, if they are factual, the Commission has all the 
power that Congress can bestow with which to handle them, and if they are 
based on rumor, belief, cr innuendo, they are not properly pertinent and deserve 
no consideration. 

At any rate, the penalng legislation before the committee has no bearing or 
any matter of safety. ‘lhe manner in which the vehicle is used in transportation 
service is the determimag factor as to compliance or violation. The manner 
in which the vehicle is ucquired or for what period of time it is acquired is in 
nowise pertinent 

The concept of regulation which intermingles the governing of safety on the 
highway with the subject of prohibiting the acquisition of vehicles in any man- 
ner or manners can only be based on the idea that if we remove some vehicles 
from the highway we will prevent a percentage of violations, If that concept 
is to prevail, I submit you can stop all violations by prohibiting any vehicles from 
using the highway. You can also stop the crime of “shoplifting” by closing all 
stores. 

You will also hear that these restrictions are necessary to insure that the 
equipment itself, mechanically and otherwise, complies with the safety require- 
ments of the Commission. Again I point out that the carrier, in whose service 
the vehicle is performing transportation, cannot evade his responsibility along 
this line. The law clearly requires that he accept full responsibility. No matter 
how he acquires the vehicle or how little or how much it is used in his service, 
he is fully responsible for its condition and cannot pass that responsibility over 
to anyone else. That is as it should be. That is how it is. The Commission 
needs no further law or rule to make it so. They do not ask for any additional 
authority in law nor do they attempt in any way to strengthen their presently 
effective rules on the subject. Again they take the approach that prohibition 
against acquisition of equipment by lease, under certain conditions, will lessen 
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the number of vehicles and may lessen the number of violations which they will 
have to prosecute. 

You will hear that these restrictions are necessary because some carriers, at 
times, have based their rates on certain leasing practices and that the result 
has been disastrous to the rate scales available to all the shipping public. It 
may come to you in various forms but it is essentially as stated above. 

Certainly no carrier representative has ever been more zealous in his activi 
ties directed toward the preservation of the integrity of common carrier rate 
structures available to the entire shipping public than I have. Their destruction 
would be disastrous to the entire distribution system of the country. If the 
prohibition against leasing of vehicles were essential to this purpose Ll would be 
leading the parade of supporters. The fact is it has no bearing at all on the 
subject. 

| am aware that rates have gone into effect which have, to a certain extent, 
done exactly what is charged against them and that the leasing of vehicles 
which otherwise would have returned empty has furnished a cost factor which 
enabled the rate to be remunerative to the carrier who promulgated it. 

However, there is a significant difference between promulgating a rate and in 
having it become effective. I unhesitatingly say that, if such rates have had any 
adverse effect, on the availability of reasonable rates to all the public then there 
is no one to blame except the Interstate Commerce Commission. 

The law is clear, the practice is well defined and thoroughly familiar to every- 
one. The national transportation policy is not faulty in this respect. The theory 
of “back-haul” rates is as old as transportation regulation. The principle that 
what is “back haul” for one carrier may be “forward haul” for another is also 
well understood and established. Probably the most important regulatory func- 
tion of the Commission, and the function which requires the greatest degree of 
objectivity and judgment, is the exercise of their duty with regard to rate 
decisions. 

Certainly no one can argue the appropriateness of a carrier promulgating a 
rate or a rate structure which will be as economical as possible to all shippers 
who can avail themselves of its services. The Commission, and only the Com- 
mission, is required by law to weigh the effect that that rate or rate structure 
will have on the ability of all carriers to serve all the public under nonpreferen 
tial, nonprejudicial, and reasonable rates, and if they find that the promulgated 
rate Will have an adverse effect on the entire picture, they must not allow it to 
go into effect. The law goes still further and sets up a procedure which allows 
them to remove any such rate which has gone into effect and has later been found 
to have an adverse effect. 

Is it a proper concept of regulation which would regiment and restrict an 
entire industry because the regulatory authority has possibly been derelict in 
performing one of its primary functions? 

You will also hear that these restrictions are necessary because some carriers 
have allowed other carriers to operate over their authorized routes under a sub- 
terfuge that the vehicle has been leased from the one carrier to the other. In 
other words, it is said that leasing of operating authorities has taken place under 
the guise of leasing the vehicles. 

You will probably be told of road checks which disclosed that numerous vehi 
cles were not complying with the identification rules of the Commission and 
were not carrying documents which would disclose in whose service they were 
engaged. 

Again I ask, If these statements are true why were not the culprits subjected 
to prosecution? If they are not true, why do we hear about them? 

Certainly the identification rules of the Commission are plain. Certainly 
vehicles, are required to carry shipping documents which will show what the 
vehicle is doing, and for whom. A prohibition against leasing of vehicles won't 
change that at all nor will it stop any willful violations. The length of time a 
vehicle is in the service of a carrier or how he acquired it has no bearing on his 
responsibility for it. 

When we deal with the subject of offroute vehicles we are actually leaving the 
field of leasing and getting into the field known in the transportation terminology 
as “interchange.” I have long been an advocate of orderly interchange of 
vehicles between carriers to perform a through service as economically as possible 
for the shipping public. It is permitted by law. It is just good commonsense 
I know of no one who disagrees with the premise. 

However, there is nothing mysterious or sinister about an act of interchange. 
The transportation service being performed by any vehicle at any one time is the 

3 21 
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responsibility of the carrier on whose routes and in whose service it is then 
engaged. ‘That carrier cannot evade any of his responsibilities by the fact that 
he acquired that particular vehicle by interchange. He still is responsible for 
its proper identification, for its documents, for its mechanical condition, for 
compliance with the safety rules, and for the actions and functions of its driver 
If he shirks or attempts to avoid any of those responsibilities, he is violating the 
law. No further rules or laws are necessary to make this fact clear. 

I have been expounding at some length, and in considerable detail, on a series 
of statements which might lead you to believe that I don’t feel any further 
regulations are needed in the case of either leasing practices or interchange 
arrangements. I might even leave the impression that I am an antiregulationist. 
I want to assure you that such is not the case. I am sympathetic with and 
wholeheartedly support the Commissions desire to make rules regarding both 
subjects. I think that some of their suggested rules in the presently outstanding 
order are very much needed. I have openly advocated them both for myself and 
for the industry. Some of them are needed to strengthen the regulatory proce- 
dures, others are needed in the interest of clarifying the regulatory intent, and 
still others should be included in their order to make sure that they clearly apply 
in specific instances. 

The inclusion of a rule regarding the length of time a lease must be in effect in 
order to be legal and any dictation on the part of the Commission as to the 
agreement between the parties on the method of determination of the com- 
pensation for a leased vehicle is not necessary to any rules regulating leasing or 
interchange practices. Such an inclusion will not prevent any violations of the 
safety rules of the Commission. It will not contribute to the responsibility of 
the carrier for the observance of the safety rules. It will not in any manner 
lessen or increase the Commission’s responsibility for the rate structure of the 
transportation system of the Nation. It will interfere with the fulfilling, by 
some carriers, of the obligations which are incumbent upon the carrier under his 
operating authority and on which the public depends. It will invade and hamper 
the ability of management to furnish transportation in the manner best suited 
and most adaptable to his operations. It contributes nothing, and does muct 
harm. Orderly regulation of leasing and interchange practices can take place 
and be enforced without the imposition of this type of restriction or the adop- 
tion of any philosophy of regulation based on regimentation or restriction. 

At the outset I said I would make a suggestion for an amendment to the 
legislation now before you. 

At about the same time that the Commission issued its proposed and presently 
outstanding order in Ea Parte 43, M. C., it also denied a petition of a carrier to 
entend its authorized operations, on the grounds that the carrier did not own 
the equipment with which it proposed to perform the new service if authorized 
to do so. 

All of that carrier’s equipment was leased from a subsidiary corporation and 
under control of the same principal as the applicant company. The crime seemed 
to be that he leased the equipment. He was declared to be unfit to perform the 
proposed service. Since that date several other carriers have had denials of 
their applications to serve additional points on the same grounds. In some 
cases the Commission has been specific in denying on the grounds that the 
vehicles are leased and hence the carrier is declared unfit; while in other cases 
they have simply mentioned the leasing fact as one of the reasons for denial, 
or have referred to the priniciple in their dicta. 

The law is quite clear. A common carrier applicant must prove convenience 
and necessity and be fit, willing and able in order to qualify for the receipt of 
authority from the Commission to engage in the service for which he applies 

There is now a clear indication that the Commission intends to force upon 
all carriers the outright ownership of all their equipment or they will be found 
unfit to expand their operations even though the fact that convenience and 
necessity require the additional service has been proven. 

I respectfully request that this committee make clear, by amendment to the 
pending legislation before them, that the Commission is prohibited from deny- 
ing operating authority on the grounds that earriers have acquired, or propose 
to acquire, their vehicles by lease. If this is not done, the Commission by simply 
following their present course can nullify this legislation even though it is passed 
by the Congress. Strangulation can compel the carriers to accede to the Com- 
mission’s policy, regardless of the congressional intent, unless this loophole is 
closed. 
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There are Many reasons why the management of a carrier may wish to 
acquire Vehicles by lease rather than by purchase. I know. Since I have been in 
pusiness, I have operated with company-owned equipment, with partially com- 
nany owned and partially leased equipment, and with wholly leased equipment. 
| have tried every method that I could think of or learn about. Finally, in 
october 1947, I sold the last vehicle that our company owned and went on a fully 
eased basis. Why did I do it? To get out of the garage business which I knew 
nothing about and enable myself to concentrate on the transportation business 
which I had been trained in. I had been in traffic work from the day 1 came out 
of college yet I was spending 75 or 80 percent of my time trying to run a series 
of garages. I simply turned that work over to others who were trained to run 
garages. The practical economics of the situation dictated that they should 
own the vehicles and lease them to me rather than that I should own them and 
contract for the service work. 

Certainly I would not alter my responsibility to the public or to the Commis- 
sion in any way by this arrangement. Our company is still responsible for see 
ng to it that all the vehicles comply with all rules of the Commission. We are 
still responsible for the actions and qualifications of the drivers. Our service 

the publie is better and our transportation functions have improved since we 
spend all our time on those matters. Our costs are less, our financial situation 
isimproved. Our lessors are happy. 

Do these facts make me or our company less fit or in any way unfit to per- 
form transportation services? 

Take it conversely. I have no quarrel with nor criticism of the man who 
feels it is better for him to own and service all his equipment. Does the fact 
that he aequires his vehicles by purchase, equipment trust, chattel mortgage, 
conditional bill of sale contract, or any other method, make him more fit to per 
form transportation services, than I am? Does the fact that he elects to spend 
a portion of his effort and time in the garage business make him more fit as a 
transportation man’ Of course not. Those considerations are the proper func- 
tions of management and. have absolutely no bearing on the subject of fitness 
The Commisison should be estopped from using them as a criteria of fitness. 

Let me be more specific. Amongst several hundred towns, cities and com 
munities which are regularly served by our company is the town of Framing 
lam Center, Mass. Three miles to the north of Framingham Center is a commu- 
nity known as Framingham, Mass. Under New England township setup it is 
considered a separate town although a part of the same township as Fram 
ingham Center. 

In May 1952, at the request of several shippers, we filed an application with 
the ICC to extend our routes of service this 3 miles. A hearing was held and 
i proposed report and order of the Couimission was issued on October 28, 1952 
Let me read from that report: 

‘Applicant operates 552 vehicles. which are not company owned, although 
commercially registered with the Motor Vehicle Registrars of the States in the 
name of the applicant. The applicant claims that it holds title to the vehicles 
under long-term lease.” 

Bear in mind that at this time there was extant, though not effective, an 
order of the Commission, in Ex Parte M. C. 43, which defines “Ownership” as 
being the party in whose name the vehicle is registered. 

Quoting further from the report and order of the Commission in our applica- 
tion case we find— 

“* * * applicant should be found not fit and able to perform the proposed 
operations because title to motor equipment is not in its name. In the past, the 
Commission has held that ownership of equipment to be operated by a carrier 
must be shown to obtain extension of rights (No. M. C. 107544 (Sub. No. 17)-Lem- 
mon Transport Co., Inc. Extension—North Carolina).” 

Here we have a company operating over 200 million ton miles a year, serving 
several hundred communities and several thousand customers, employing over 800 
employees, accepting all its obligations under the laws of the Federal Government 
and 7 sovereign States, having amicable and friendly relations with 9 labor 
unions, having a very fine and enviable financial statement, having in its 
possession and registered in its name 552 motor vehicles, and a background of 
23 years of experience, branded as unfit to be a carrier by the Interstate Com- 
merce Commission. 

I said “branded as being unfit.” Not only was that done in a publie report and 
proposed order of the Commission, but it goes even further than that. 
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Several days ago one our safety-department supervisors was moved from tho 
western to the eastern division. He attended, shortly thereafter, a meeting 
truckmen and shippers held in one of the eastern cities, There he met, for the 
first time, the district supervisor of the Interstate Commerce Commission. , 
they were introduced our man was asked what company he was with. Whe; 
he mentioned our company the supervisor laughed and said “Oh, that's ¢ 
oufit who claims to be a motor carrier, but doesn’t own any trucks My 
report states that the remark was made in the presence of several other 1 
carriers and several shippers who are our customers and that its import w 
clearly derogatory. 

That same district supervisor has long been an acquaintance and I belie) 
friend of mine. He has been in our office many, many times. He has personally 
complimented me and our company for our efficiency and our very evident eff 
to fully comply with the Transportation Act and accept our full responsibilities 

In light of this fact, I cannot help but believe that his derogatory remarks 
recent date reflects an improssion that he has received from his superiors. That 
is not so surprising. Since the policy of unfitness based on leasing was first 
enunciated by the Commission in the Lemmon case, they have consistent 
followed it in all cases where leasing existed. “Unfit’ is a dirty word. To b 
branded as unfit by the Commission and its employees is a terrible thing and 
cannot be taken lightly. 

The import is clear. The Commission would regiment, by its policy, all mot 
earriers into a common pattern. They would require me to invest my mone) 
in trucks that I already posssess. They would force me to divert a portion of 
my time from the transportation business into the garage business. If I do n 
accede to this requirement and accept the proffered straitjacket, I will not bh 
allowed to expand my business and I will be branded as unfit. 

What is just as bad, if not worse, the Commission by this policy adopt 
has made a mockery out of the law itself. It has already reached a decisi 
on any hearing which it may have come before it, if the acquisition of vehicles 
on either long-term or short-term lease is involved. In such cases it is quit 
evident that the application will be denied regardless of any showing made as 
to public convenience and necessity. The carrier will be declared unfit and 
the application denied. That is the inescapable pattern as of this date. Why 
then have a hearing, even though it is required by law? Is it only for the pur- 
pose of putting into the record some shred of justification for supporting a pr 
determined decision? 

I recognize the many and diverse problems of the Commission in its dealings 
with motor carriers. I am aware that they feel the pinch of the economy jn 
gram of our national administration. I know they feel that they are under 
manned and that.they can’t do everything without more manpower. I sucgest 
that perhaps they are spending too much effort on problems of management at 
the expense of performing purely regulatory functions. 

I ask the Congress to remove the Commission once and for all from any inter 
ference with management as to the acquisitions of vehicles by lease, purchase, 
or in any other manner which may become available to management. 

I ask further that they be precluded from interfering with management's 
rights to recompense any of its employees or agents in any manner that is 
satisfactory to the parties involved. 

1 ask further that the Commission be estopped from using the method of 
acquisition of vehicles, which he chooses to employ, as any eriteria as to his 
fitness or ability. 

I believe that these requests, if enacted into law, will have a salutory effect 
in convincing the Commission that the transportation policy of the Congress 
is not one of restriction and regimentation. I believe a reversal in their policy is 
absolutely necessary and that until it takes place, at the direction of the Con 
gress, our industry will never get regulation in the public interest nor the type 
of enforcement it needs and for which it constantly pleads. 


The Cuarmman. Is Mr. J. Roy Jones present, representing the Na- 
tional Association of Commissioners of Agriculture? 

Voice. He has left. He is going to file his statement. 

The Cuamrman. I am very sorry he was unable to remain. As I 
understand in a conversation with him, in representing the National 
Association of Commissioners of Agriculture, he wished to bring to 
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our attention what I think he said was the unanimous attitude of the 
Commissioners of Agriculture throughout the country in favor of this 
legislation. However, his statement which he has left will be made 
a part of the record at this point. 

(The statement is as follows:) 


SuMMARY OF STATEMENT oF J. Roy JONES, COMMISSIONER OF AGRICULTURE FOR 
SouTH CAROLINA, ON BEHALF OF THE NATIONAL ASSOCIATION OF COMMISSIONERS, 
SECRETARIES AND [)IRECTORS OF AGRICULTURE, AND OTHERS, Respecting H. R. 
3203 


My name is J. Roy Jones. I am commissioner of agriculture for the State of 
South Carolina. I am here for the purpose of offering testimony in support of 
H. R. 3208, first, on behalf of the farmers of the State of South Carolina; and, 
second, as chairman of the transporation committee of the National Association 
of Commissioners, Secretaries and Directors of Agriculture. 

Section 3-6 of the 1952 Code of Laws for South Carolina, gives me the right 
to speak for the farmers of South Carolina. My power to represent the National 
Association of Commissioners was unanimously endorsed at the national con- 
ference held November, 1951, at Biloxi, Miss. The 33d Annual Proceedings of the 
National Association, Resolution 36, states: “Be it therefore resolved that the 
transportation committee is hereby directed to represent the association in all 
instances Wherein they conclude such representation is required to protect the 
interests in transportation matters of agriculture ; and, be it further resolved that 
the chairman of the transportation committee be authorized to delegate this 
authority to any member of the committee that he may appoint.” 

This same 33d conference specifically discussed the subject matter now before 
your committee. Resolution No. 35 states: “Therefore, be it resolved by the 
national commissioners, secretaries and directors of agriculture, in convention 
assembled this 15th day of November 1951, that we be recorded of our purpose 
to seek from the Congress a mandate to continue in effect the time-honored prac- 
tice of trip leasing motor vehicles which carry to the markets a large propor- 
tion of the food and fiber produced on our farms.” 

As directed by Chairman Wolverton, a statement has been filed with your 
committee setting forth my views as commissioner of agriculture for South 
Carolina, and the reactions of members of the National Association of Com- 
missioners, 

In this brief summary, I will speak first on behalf of South Carolina. As 
commissioner of agriculture, I am chairman of the State Marketing Com- 
mission, therefore, I have opportunity to be familiar with our markets and the 
transportation of farm products. 

Our largest farm market is located at Columbia, S. C., and each month last 
year this market handled over a million dollars worth of farm produce. A 
large percentage of the produce was moved by exempt carriers. In conferring 
with producers, processors, and carriers from this maket, I am told that they 
favor trip leasing. In talking with yearround and seasonal haulers of farm 
products from other markets in the State, they tell me that without trip leasing 
the tariff will be based on empty returns. 

South Carolina has inaugurated an extensive “farm to market” road system 
This is true in every other State and altogether they constitute a tremendous 
system of arteries for intrastate and interstate commerce. Over 90 percent of 
South Carolina’s farm produce moves over these highways by trucks, bound for 
local and terminal markets. These trucks return with produce from other areas 
of the Nation. 

South Carolina producers and motor carriers want to distribute these farm 
products at a reasonable cost to the customer. They also want to buy at a reason 
able price. Excessive transportation costs will punish either the farmer or his 
customer. Restricted trip leasing of motor carriers will indirectly mean in 
creased transportation costs. South Carolina producers ask that you pass 
legislation to protect orderly and equitable farm-marketing programs. 

As chairman of the transportation committee of the National Association of 
Commissioners, Secretaries, and Directors of Agriculture, let me say that if the 
pending legislation is enacted into law, the action will be in keeping with the 
position taken by the National Commissioners as far back as in 1951. 
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For some years prior to the Motor Carrier Act of 1935, leasing of crop-ca) p 
vehicles had become a recognized practice in the economical marketing of farm 
products. 

Restrictions against trip leasing will result in economic waste of proportio: 
so great as to constitute a staggering blow to our modern, efficient, econom( 
process of marketing. 

Restrictions against trip leasing will mean that the common carrier ¢a 
no longer purchase transportation which has heretofore been available. 

Certified common carriers now purchase millions 6f dollars of such trans 
portation annually, at a cost-per-loaded mile materially less than if using 
their own equipment. This saving goes to the farmer and the consumer. 

Certified common-carrier trucks, in their primary function of transporting 
valuable manufactured good, do not go down into the fields, groves, or orchards 
The rural branch lines of railroads which have been removed from the rights-of 
way will not be rebuilt. Many of these were contributed by farmers. Unless 
H. R. 3203 is adopted a superior service will be giving way to an inferior one 
which is unfortunate and unjustified. 

For 40 years the farmers of this Nation rode on plank or mud roads and paid 
gasoline taxes to provide good highways for their city brothers. Every State 
in the Nation is promoting rural highways to facilitate the traffic in raw products 
from our fields, mines, and streams. 

Realizing that agriculture is the basis of our economy, State and Federa| 
agencies are stressing marketing programs. Farmers are buying trucks and the 
taxes from gasoline used in them are paying their way. 

Our client, the farmer, is energetic and resourceful in production of agri- 
cultural commodities, but he needs a friend in Congress when he is threatened 
with an increase in distribution costs. It is of paramount importance to keep al! 
distribution costs between the farmer and the markets on the lowest possible 
level. Restricted trip leasing will not only raise transportation costs, it will result 
in staggering waste and curtailed distribution, Without doubt, products of sec- 
ondary grade which are now profitably marketed in bulk would never leave 
the farm. 

Gentlemen, as commissioner of agriculture for South Carolina, I ask on behalf 
of our producers and our marketing interests that you report H. R. 3203 favorably. 

As chairman of the transportation committee of the National Association of 
Commissioners, Secretaries, and Director of Agriculture, our group is bitterly 
opposed to restrictions on trip leasing of motor carriers transporting agricul- 
tural products. We favor passage of H. R. 3203. We earnestly request that you 
report this legislation fayorably and exert every effort to have it enacted into 
law by the Congress. 

This bill will bring relief to our producer and his consumer, and save them from 
confnsion and mental anguish which they have suffered the past few years. 

I am attaching hereto a copy of the statement which was filed with this 
committee on April 15, 1953, also copies of telegrams received relative to H. R. 
3203. 

Please accept my thanks for giving me this opportunity to appear here and give 
you a summary of our position as set forth in my statement. 


Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C.: 


H. R. 3203 is to be considered by your committee within the near future. 
On behalf of agriculture interests of the State of Alabama, I desire to state 
that this legislation has our wholehearted support and we wish to endorse the 
statement in support of this legislation made to your committee by the chairman 
of transportation committee, National Association of Commissioners, Secre- 
taries and Directors of Agriculture. Trip leasing of vehicles to carriers has 
greatly benefited the farmers of this State and we feel that this practice should 
be allowed to continue without interference from the Interstate Commerce 
Commission. 

FRANK M. Stewart, 
Commissioner, State Department of Agriculture and Industries, 
Montgomery, Ala. 
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APRIL 6, 1953. 
Hon. CHARLES WOLVERTON, 
House of Representatives, Washington, D. C.: 

I heartily endorse statement to be presented to your committee in behalf of 
H. R. 3203 by J. Roy Jones, chairman, transportation committee, National Asso- 
ciation of Commissioners of Agriculture. 

PAUL H. MILLER, 
Chief Inspector, Arkansas State Plant Board. 


TALLAHASSEE, FLA.,April 7, 1953. 
Hon. CHARLES WOLVERTON, 
House Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C.: 

Respectfully urge enactment of H. R. 3208. Hon. J. Roy Jones will present 
orally the views of southern commissioners of agricluture on this important 
subject. More than one-half of Florida’s fruits and vegetables are transported 
to market by exempt truck, and discontinuance of trip leasing would have a 
serious impact on the industry. 

NATHAN Mayo, 
Commissioner of Agriculture of Florida. 


3ATON RovuGeE, LA., April 6, 1953. 
Hon. CHARLES WOLVERTON, 
House Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C.: 

We are grateful to you for introducing H. R. 3208. We trust that you and 
your committee will give careful consideration to the statements that will be 
submitted by our transportation committee from the National Association of 
Commissioners of Agriculture. If this amendment is passed, it will give us 
the authority to fully utilize the transportation facilities we have at hand in 
moving farm produce to markets at a reasonable transportation cost. 

Dave L. PEARCE, 
Oommissioner, Louisiana Department of Agriculture and Immigration. 


Aprit 9, 1953. 
J. Roy JonEs, 
Commissioner of Agriculture, Columbia, 8S. C.: 

In the interest of agriculture I am in favor of the statement to be made by 
the transportation committee April 22 on trip leasing. You have my endorse- 
ment on the statement. 

Ben S. ADAMS, 
Commissioner of Agriculture, Kentucky Department of Agriculture, 
Frankfort, Ky. 


Aprit 8, 1953. 
Mr. CHARLES A. WOLVERTON, 
Chairman, House Committee on Interstate and Foreign Commerce, 
Washington, D. C.: 
We endorse H. R. 3203 and concur 100 percent in testimony of J. Roy Jones, 
chairman transportation committee of our association. ; 
S1 Corey, 
Commissioner, Mississippi Department of Agriculture, 
Jackson, Miss. 


APRIL 7, 1953. 
The Honorable CHARLES WOLVERTON, 
House of Representatives, Washington, D. C.: 
Urge support of H. R. 3208. This leasing of trucks important to food pro- 
ducers, handlers, and consumers alike. 
STILLMAN J. STANARD, 
Director, Illinois State Department of Agriculture, 
Springfield, Ill. 
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APRIL 9, 1953 
Congressman CHARLES WOLVERTON, 
Congress of the United States, Washington, D. C.: 


Transportation costs for moving farm products points of production to points 
of consumption must be held at a minimum. Likewise lowest possible costs 
of moving supplies to agricultural areas must be maintained. H. R. 3203 help 
ful. Urge its passage and will support statement of J. Roy Jones, commissioner 
of agriculture of South Carolina. 

Don McDow.E Lt, 
Director, Wisconsin State Department of Agricultu 


APRIL 7, 1953 
Hon. J. Roy JoNEs, 
Commissioner of Agriculture, 
Wade Hampton Office Building, Post Office Bor 1080, Columbia, S. C 
DEAR COMMISSIONER JONES: I have sent a telegram to Mr. Charles Wolverton, 
chairman of the House Committee on Interstate and Foreign Commerce, as 
follows: 
“Urge support of H. R. 3208. Farmers and consumers both need this pro 
tection,” 
If I can be of further assistance, do not hesitate to advise me. This matter 
is important and needs the prompt attention of all parties concerned. 
Yours very truly, 
Frep J. NuTrer, Commissioner 


APRIL 8, 1953. 
Mr. J. Roy Jongs, 
Commissioner of Agriculture, Post Office Bor 1080, Columbia, S. C. 
Dear Roy: 
7 * * * * * ~ 


In the meantime, as time is very short when you need this answer, I am going 


to give you power of attorney to make a statement for the Nevada Department 
of Agriculture before the committee. 
Veruy truly yours, 


Grorce G. ScHWETIs, 
Director, Division of Plant Industry 


APRIL 8, 1955 
Mr. CHARLES WOLVERTON, 
Chairman, House Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C.: 

The Virginia Department of Agriculture endorses and supports H. R. 8203 
We believe the enactment of this bill is essential to efficient and economical 
functioning of our modern marketing process. The curtailment or abolishment 
of the practice of trip leasing would hamper and curtail distribution, resulting 
in decreased production and consumption and increased transportation rates and 
costs. We believe H. R. 3208 is essential to the best interest of Virginia agri 
culture. 

PaRKE C. BRINKLEY, Commissioner. 


Hon. CHARLES WOLVERTON, 
United States House of Representatives, Washington, D. C.: 
I coneur in views and testimony to be given before your committee by J. Ro) 
Jones pertaining to H. R. 3203. Important to agriculture that this bill pass. 
Matu DaBt, 
Commissioner of Agriculture. 
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APRIL 8, 1953. 
Mr. CHARLES A. WOLVERTON, 
Chairman of the House Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C.: 

We ask that you do all you can to pass H. R. 3203 and 8. 925. It is very 
important to agriculture. 
UTAH STATE DEPARTMENT OF AGRICULTURE, 
ALDEN K, Barton, Commissioner. 


APRIL 9, 1953 
Mr. CHARLES A, WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C.: 

Endorse statement for National Association of Commissioners, Secretaries, and 
Directors of Agriculture Transportation Committee as presented by J. Roy Jones, 
chairman. Cause of agriculture and transportation of its products will be served 
by the passage of H. R. 3203. 

Myron W. CLARK, 

Commissioner, Minnesota State Department of Agriculture, Dairy and Food, 


APRIL 10, 1955. 
Hon, CHARLES WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C.: 

After giving careful consideration to the statement prepared for presentation 
to your committee regarding H. R. 3203 by Hon. J. Roy Jones, chairman, Trans- 
portation Committee, National Association of Commissioners, Secretaries, and 
Directors of Agriculture, I want your committee to know that it has my unquali- 
fied endorsement and that I urge your favorable consideration of this significant 


statement. 
D. Y. BALLENTINE. 


APRIL 9, 1955. 
Chairman CHARLES A, WOLVERTON, 
House Committee on Interstate and Foreign Commerce, 
Washington, D. C.: 
The loss of trip leasing will seriously handicap Tennessee in the marketing of 
agricultural products. With increased production and declining prices, addi 
tional costs would throw prohibitive burden on agriculture. We urgently sup 


port H. R. 3203. 
Burorp ELLINGTON, 


Commissioner of Agriculture, 


APRIL 14, 1953 
Mr. CHARLES WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C.: 

At a meeting April 8 in Boston, Mass., the Northeastern Association of Com 
missioners, Secretaries, and Directors of Agriculture instructed me as secretary 
of the group to inform your committee of their support for H. R. 3203 allowing 
flexible use of motor carriers and compensation for their use. This is similar 
to action taken by the national association in Seattle, Wash., 1952. 

PERLEY I. Firrs, 
Secretary, Northeastern Association of Commissioners, Secretaries, and 
Directors of Agriculture. 


APRIL 10, 19538. 
The Honorable CHARLES WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, House Office Building, Washington, D. C. 


DEAR Mr. WoLvertTon: As a member of the National Association of Commis 
sioners, Secretaries, and Directors of Agriculture, I am much interested in the 


bill which you introduced on February 18, 1953, being H. R. 3208. 
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Our association and all of agriculture is keenly interested in the practic: 
trip leasing by farm product haulers inasmuch as this practice trip made avail. 
able to agriculture a flexible transportation system. Were trip leasing to he 
abolished or impaired, it is our belief that a very great hardship would be 
placed on agriculture with respect to the availability of immediate, fast, anq 
economical transportation. 

Mr. J. Roy Jones, Commissioner of Agriculture of the State of South Caroling. 
who is chairman of the transportation committee of the National Association 
of Commissioners, Secretaries, and Directors of Agriculture, will appear before 
your committee on behalf of our association in support of the bill. As a member 
of the association, I join in supporting the purposes of this bill and subscribh« 
to the representations to be made before your committee by Commissioner Jones 

Very sincerely yours, 
BE. L. Pererson, 
Director, Department of Agricultur: 


APRIL 14, 1953 


Hon. J. Roy Jones, 
Commissioner of Agriculture, 
Columbia, 8S. C.: 

Following wire sent to Hon. Charles Wolverton today. Statement will be pre- 
sented to your committee April 22 by Hon. J. Roy Jones, commissioner of agricul 
ture, South Carolina with reference H. R. 3203. We go on record endorsing this 
statement that will be presented by Mr. Jones. 

Tom LINDER, 
Commissioner of Agriculture, Georgia Department of Agriculture, 
Atlanta, Ga 


APRIL 10, 1953. 
Mr. CHARLES WOLVERTON, 
Chairman of House Committee on Interstate and Foreign Commerce, 
Washington, D. C.: 


I endorse the statement to be presented by Mr. J. Roy Jones, commissioner of 
agriculture of South Carolina, chairman of your transportation committee, south- 
ern association of commissioners, secretaries and directors of agriculture, before 
your committee on April 22. 

HaAro_p HUTTON, 
President, State Board of Agriculture, 122 Capitol Building, Oklahoma 
City, Okla. 


APRIL 138, 1953 
The Honorable CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C.: 

Strongly support the statements which will be presented by the transportation 
committee of the commissioners, secretaries and directors of agriculture regard- 
ing H. R. 3203, and urge immediate consideration. 

SveERRE N. OMDAHL, 
Chairman, Erecutive Board of Commissioners, Secretaries and Direc 
tors of Agriculture. 


APrit 13, 19538 
Prepaid 1500—Montpelier, Vt. 
Hon. CHARLES WOLVERTON, 
United States House of Representatives, Washington, D. C.: 
I wish to endorse statement before your committee of J. Roy Jones, commis- 
sioner of agriculture of South Carolina in support of H. R. 3208. 
STANLEY G. Jupp, 
Commissioner of Agriculture for Vermont. 
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CHARLESTON, W. VA., April 10, 1953. 
Hon. CHARLES WOLVERTON, 
Vember of Congress, Washington, D. C.: 
if 1. Cc. C. Ex Parte No. MC—48 is sustained or 8. 2362 enacted into law, dairy, 
anch, orchard, and farm products will suffer substantial and serious damage. 
Distribution will be restricted and production will be curtailed. Without doubt 
many products of secondary grade will never leave the farm. Both consumer 
and producer will suffer. 1, therefore, recommend and urge the passage of 
H. R. 8208. 
J. B. McLAvuGHLIN, 
Commissioner of Agriculture, State of West Virginia. 


Apri 15, 1953. 


Roy JONES, 
Commissioner of Agriculture, Columbia, 8S. C.: 
Have sent to Congressman Wolverton following message: “Strongly endorse 
passage of House Resolution 8203 as a measure to protect agricultural interests.” 


H. C. Byrp, 
President, University of Maryland, College Park, Md. 


STATEMENT OF J, Roy JONES, COMMISSIONER OF AGRICULTURE FOR SOUTH CAROLINA, 
ON BEHALF OF THE NATIONAI. ASSOCIATION OF COMMISSIONERS, SECRETARIES, 
AND DIRECTORS OF AGRICULTURE, AND OTHERS, RESPECTING H. R. 3203 


\{s Commissioner of Agriculture for the State of South Carolina and as chair- 
man of the transportation committee of the National Association of Commis- 
sioners, Secretaries, and Directors of Agriculture, this statement is submitted, 
first, on behalf of the farmers of the State of South Carolina; and second, on 
behalf of the members of the National Association of Commissioners. 

Section 3-6 of the 1952 Code of Laws for South Carolina ges me the right 
to speak for the farmers of South Carolina. 

My power to represent the National Association of Commissioners of Agri- 
culture Was unanimously endorsed at the national conference held at Biloxi, 
Miss., November 1951. The 33d annual proceedings of the national association, 
resolution 36, states: “Be it, therefore, resolved that the transportation com- 
mittee is hereby directed to represent the association in all instances wherein 
they conclude such representation is required to protect the interests in trans- 
portation matters of agriculture; and be it further resolved, that the chairman 
of the transportation committee be authorized to delegate this authority to any 
member of the committee that he may appoint.” 

This same 33d conference specifically discussed the subject matter now before 
your committee. Resolution No, 35 states: “Therefore be it resolved by the 
National Commissioners, Secretaries, and Directors of Agriculture, in conven- 
tion assembled this 15th day of November 1951, that we be recorded of our pur- 
pose to seek from the Congress a mandate to continue in effect the time-honored 
practice of trip-leasing motor vehicles which carry to the markets a large pro- 
portion of the food and fiber produced on our farms.” 

As commissioner of agriculture, I am chairman of the State marketing com- 
mission. Therefore I have opportunity to be familiar with our markets and with 
the transportation of farm products. Our largest farm market is located at 
Columbia, S. C., and each month last year this market handled over $1 million 
worth of farm produce. A large percentage of the produce was moved by exempt 
carriers. In conferring with producers, processors, and carriers from this 
market I am told that they favor trip leasing. In talking with year-round and 
seasonal haulers of farm products from markets in the State, they tell me that 
without trip leasing the tariff will be based on empty returns. 

Records show that over 90 percent of the farm products distributed through 
the markets in South Carolina move by trucks. Trucks from 33 States bring 
their products into South Carolina markets, and South Carolina products are 
transported back into 25 States. 

More fresh peaches are shipped from South Carolina into other States than 
from any other State in the Nation. We hold this position because in the past 
few years trucks have transported peaches into markets in States that before 
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that time seldom handled fresh peaches. And as these trucks returned fro 
these out-of-State markets, they brought nonexempt products back with them rt 

This modern and economical distribution brings our farmer and his custon, 
closer together. At the same time a needed service is provided to the common 
carrier at peak-crop time. 

Dealers on South Carolina produce markets tell us that restricted trip leasing 
will reduce the variety of products offered the public and those offered wil] hay; 
to bear the increased cost. Speed of delivery will be reduced. This will neces 
sitate heavier inventories resulting in waste which will have to be overcome } 
higher markups in order to offset spoilage losses. 

in restricting the motor carriers of farm products you tear down the fou 
tion of modern marketing and penalize the very people who are responsible 
our expanding system of distribution 

One of the largest buyers and distributors of fresh fruits and vegetables jy 
South Carolina frankly told me: “I contend that the movement of fruits and 
vegetables should be excluded from the jurisdiction of the Interstate Commer 
Commission. Any action they take penalizes the merchandise, the farmer, anq 
the consumer. Their rulings would destroy the small farmer.” 

If we had to depend on the common carrier alone to handle our peach 
in South Carolina, we had better resort to raising hay instead of peaches. 

The South Carolina Marketing Commission is made up of members repre- 
senting livestock, fruits and vegetables, milk products, fiber crops, distributors 
and heads of State agricultural agencies. This group passed a resolution o; 
March 10, 1953, a copy of which was sent to the chairman of this committe: 
Please allow me to quote two paragraphs from the preamble to this resolution 
as well as the first paragraph of the resolution proper : 

“Whereas, with restricted trip leasing our modern expanding marketing syster 
for products of farm, dairy, ranch, and orchard will be in grave danger even t 
the point of curtailing production; and 

“Whereas there has been introduced in the Congress of the United States 
legislation to protect the system of trip leasing: Now, therefore, be it 

“Resolved, That the South Carolina Marketing Commission inform the chair 
men of the Committees on Agriculture and Interstate and Foreign Commerc 
of the Senate ai?f’the Chairmen of the Committees on Agriculture and on Inte: 
state and Foreign Commerce in the House of Representatives that the said 
marketing commission favors the passage of 8. 925 and H. R. 3203.” 

Producers, buyers, and distributors of farm products in South Carolina are 
overwhelmingly in favor of trip leasing and ask that H. R. 3203 be reported 
favorably. 

As chairman of the transportation committee of the National Association of 
Commissioners, Secretaries, and Directors of Agriculture, I wish to make it ver 
definite that the position our association takes is not to be considered arbitrary 
action, but is the result of many months of study after much discussion between 
the several commissioners, secretaries, and directors. 

In the opening remarks of this statement I quoted to you a resolution adopted 
by our association in 1951 in which we requested the Congress to issue a mandate 
to continue in effect the practice of trip leasing motor vehicles, 

On page 710 of the printed report of hearings held March 3 to April 9, 1952 
before the United States Senate Committee on Interstate and Foreign Commerce 
my statement is found. This statement was made on behalf of the national com- 
missioners relative to S, 2362. This bill would have discontinued trip leasing 
We were pleased that the above-named committee of the 82d Congress did not 
deem it wise to report S 

The proponents of S, 2362 of 1952 are the opponents of H. R. 32038 in 1953 
Agricultural leaders, marketing officials, producers, and consumers are all 
vitally concerned about H. R. 3203 because they are interested in efficient and 
economical transportation of agricultural products. They opposed 8, 2362, but 
they ask that H. R. 3208 be reported favorably and passed by the Congress to 
end the confusion that has existed for the past several years among motor 
carriers of farm products. 

The leasing or chartering for a single trip a waterborne vessel is of such 
long-standing practice that its origin is lost in antiquity. The crew operates under 
the direction and supervision of a second party as contactor, with the shippers 
as the third party for carriage of the cargo. A similar practice with respect to 
motor vehicles has naturally developed over the decades with the expanded and 
improve system of highways, which resulted from the program of taking the 
farmer out of the mud. 


V 


reo 
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The carrier of manufactured goods, oftentimes faced at terminals with cargo 
exceeding the capacity of available owned equipment, would lease for a single 
trip the vehicle which had just unloaded farm produce, and, which otherwise 
would return empty for another load of an agricultural commodity produced in 
jis area. Upon discharging the lessee’s merchandise, usually at the latter’s 
warehouse, and the trip leased by specific performance having been terminated, 
the empty carrier of farm products proceeds to the nearby grading and pack- 
houses or country elevators, there again to load a farm commodity for movement 
to a distant consuming market. Due to seasonal variations and other uncon- 
trollable conditions the opportunities are limited for two-way loads of farm 
products. However, such transportation available in some measure from time 
to time, is beneficially utilized. 

Thus, for some years prior to the Motor Carrier Act, 1935, leasing of crop- 
carrying vehicles for what otherwise would be an empty return trip, to carriers 
of merchandise traffic, had become a recognized economy in relation to the market- 
ing of farm products, 

[am advised that approximately 25,000 dealers in fruits and vegetables, carry- 
ing on an interstate business, are licensed under the Perishable Agricultural Com- 
modities Act. This act has for its purpose the suppression of unfair and fraudu- 
lent practices in the interestate marketing of perishable agricultural commodities. 

A substantial number of these dealers own one or more units amounting to 
several thousand trucks. These trucks are utilized on the trip to the market or 
other place of sale and delivery by the dealer as a private carrier. Oftentimes 
when emptied of perishables they are loaded by the common carrier under a 
trip-lease agreement to a source where another load of fruit or produce may be 
available to the truck-owning dealer in perishable traffic. 

The prohibition against trip leasing of farm-afliliated vehicles on the return trip 
from the consumer market will result in economic waste of proportions so great 
as to constitute a staggering blow to our modern, efficient, economic process of 
marketing. The rates for transporting various farm products to market in many 
ureas will be drastically increased. 

With trip leasing prohibited the common carrier may no longer purchase trans- 
portation which has heretofore been available. 

State agricultural commissioners do not have to build a premise to substantiate 
their vital interest in farm marketing. The very nature of their office makes it 
mandatory that they be in touch with the activities that affect the economy of 
the people of the State. 

The privilege of leasing increases the efficiency of the common carrier and 
hesides insuring both the lessor and lessee against empty returns, it fully utilizes 
the equipment while on the road and reduces the number of empty trucks on the 
highway. From Virginia, trucks move 80 percent of the white potato crop, 
100 percent of the strawberry crop, 85 percent of the sweetpotato crop, and 98 
percent of the tomato crop. These crops move by common, privately owned and 
exempt carrier and find their destination in the principal terminal markets of 
the East and Midwest. Without trip leasing the movement of a crop as large 
as Virginia’s would mean thousands of empty returns. No one would contend 
that such a system of distibution was economical. 

In 1952, California moved a heavier volume of fruits and vegetables eastward 
than in any prior year. A recent released summary of Truck Passings of Fresh 
Fruits and Vegetables Through California Border Stations records 51,151 carlot 
equivalents moved by truck to 31 States, not including Canada. A total of 18,118 
carlot equivalents by truck went into California from other States 

Florida producers ship over 200,000 carlots of fruits and vegetables annually. 
Marketing officials state that 50 percent of the transportation is in exempt 
trucks and discontinuance of trip leasing would have serious impact on the 
industry. 

Texas, now in the midst of marketing their onion crop, is panicky over the low 
prices. It will take the most economical transportation for even the top grades 
to return cost or show a minimum of profit to the producer. Trucks hauling 
a part of this crop must have trip-leasing privileges or the loss on revenue from 
empty returns will further depress the market. Onions, other than top grades, 
will never be harvested. 

Farmers, brokers, cooperatives, etc., have been forced to divert their crop 
transportation to trucks because rail carriers have priced themselves out of the 
market, Also, the inflexibility of rail-carrier service does not meet with the 
efficient, quick delivery service now a vital asset in our modern marketing system. 

The efficient and economical distribution of products of our fisheries industry 
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is totally dependent on fast deliveries. Fish and shellfish, unlike other items 
are harvested from the water. This “crop” is extremely perishable and must he 
marketed immediately. Actual marketing of the commodities is largely accom 
plished by wholesale distributors located at points of landings. 

Much of this movement to market depends on motortruck transportation. Asx 
a matter of fact, many inland towns and hamlets can be reached only by motor 
truck. 

Loss of the highly specialized transportation service, presently utilized, woulq 
reduce the number of choice markets now available to the fisheries industry 

Exempt trucks hauling shipments to distant markets are economically shackled 
when they must return to the origin point empty. Trucks hauling seafood from 
Florida, Louisiana, or New England to New York make a lower charge on jp- 
bound traffic provided they have the legal right of hauling a pay load on out 
bound traflic. Fish products from New England to Chicago, via motor carrier 
increased from 34 percent to 94 percent from 1946 to 1951. This indicates a huge 
diversion from rail and express freight to motor carriers. This division must 
have grown because of efficiency and economy in transportation. 

The fisheries industry is concerned only with getting its products to market 
safely and in condition to be sold at a price the consumer can pay, and leave 
a profit for the fisherman to stay in business. Somewhere, someone has said, 
“Fish must be transported. Fish cannot swim to market.” 

What is true about fish and shellfish applies to all the perishable products of « 
horticulture and our forests. 

It is debated in many circles whether the Interstate Commerce Commission, 
hounded by a few companies that own all their equipment, nray have appealed to 
the Supreme Court so as to get the “bear off their back” or, anticipating a favor 
able Court decision, welcomed same, knowing that Congress would act 

The majority Court decision granting the ICC privilege to restrict trip leasing 
has been criticized as a decision covering the economic aspects of the common 
carrier industry and not being concerned with the economic impact on farmers 
and the transporters of agricultural commodities. 

If our modern transportation system is disrupted (and restricted trip leasing of 
motor carriers will do so), to whom shall the producer direct the transportation 
of farm products? Common carriers do not have enough equipment to make a 
dent in the movement of one of the major perishable crops. So, is it sound 
economics that they purchase virtually hordes of equipment to meet a seasonal 
demand; equipment that will be idle when the full crop impact is marketed? 
Will this extra equipment lie idle or will sound business find new business at the 
expense of rail carriers? 

Rail carriers now face diminishing demands for their services. Are they favor- 
able to restricted trip leasing in order to drive business into the hands of a 
competitor who is being forced to gear up his equipment for stronger competition‘ 

The inflexibility of rail-carrier service hinders them from regaining much of 
the diverted traffic. The abandonment of a great many branch lines and rail 
heads, unless rebuilt, will automatically prevent them from offering either effi- 
cient or economical movement from producer direct to market and the consumer 

We are provoked to question, What is the rail carrier’s position in opposing 
H. R. 3203? We have been informed that counsel for the rail carriers, appear 
ing in the appeal before the Supreme Court, made a statement at the beginning 
of his argument that railroads were trying to maintain prohibition against trip 
leasing solely because they wanted to gain a competitive advantage over the 
trucks. 

Will restricted trip leasing help the farmer and his consumer? To the Mem 
bers of the Congress this is the paramount question. 

If transportation cost is increased, if delivery speed is decreased, if merchants 
must carry larger inventories, if products of some nature cannot be delayed in 
transportation, if spoilage is increased, if merchants must increase their “mark- 
up,” if farmers get less returns, and customers pay more for goods, then re 
stricted trip leasing will only help a limited number who are known as the 
“selfish interests” and this help will be to the detriment of the interests of the 
entire Nation. 

Let’s keep the cost to a minimum in putting the products of our farms, groves, 
orchards, and waters into the homes and on the tables of our American people. 

The National Commissioners of Agriculture are opposed to restrictions on 
trip leasing of motor carriers. They believe H. R. 3203 will protect transporta- 
tion costs in movement of agricultural products. 
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The association unanimously endorses this legislation and asks that the 
Coenen on Interstate and Foreign Commerce report H. R. 3203 favorably, 
and exert its every effort to have it enacted into law during the first session of 
the 88d Congress. 

The Cuamman. Is Gordon Stedman present, representing the 
Growers and Shippers League of Florida ? 

Mr, STEDMAN. Yes, sir. 

The CHAIRMAN. How long will your statement be ‘ 

Mr. StepMaNn. I think I can cut this down to 10 minutes. 

The CHamman, Thank you. 


STATEMENT OF GORDON STEDMAN, SECRETARY-MANAGER, GROW- 
ERS AND SHIPPERS LEAGUE OF FLORIDA, ORLANDO, FLA. 


Mr. Srepman. Mr. Chairman, my name is Gordon Stedman, and I 
am secretary-manager of the Growers and Shippers League of Florida. 
My address is 45 West Central Avenue, Orlando, Fla. 

J have a prepared statement, Mr. Chairman, and I will skip the first 
page and a half that identify the oranizations I represent, the Florida 
Citrus Commission, the Florida Citrus Mutual, and the Florida 
Growers Association. 

The CHatrrMan, I want you to know, Mr. Stedman, that you will 
be privileged to put your entire statement in the record, and that 
applies to Mr. Sutherland himself. Your entire statement will be 
put in the record. It applies also to any other witness who appears 
and for the sake of conserving time merely mentions the highlights 
of his statement. In each case his statement will be inserted in the 
record in full. You may proceed. 

Mr. StepMANn. I appear as the witness for the Growers and Shippers 
League of Florida, and the same organizations I speak here for now, 
in MC-43, which was referred to by Mr. Mathews. I will start on 
page 2 as to why we favor the legislation before this committee. 

Invoking the rules prescribed by the Interstate Commerce Commis- 
sion will seriously restrict the use of motor-truck transportation of 
fresh citrus fruits and vegetables from Florida. The rules will result 
in an economic waste of transportation. The rules will result in bring- 
ing about higher transportation costs. 

Certificated or permitted carriers cannot perform the flexible service 
required and do not have the proper equipment. Railoads do not 
have enough equipment should they be required to transport the entire 
production of citrus fruits and vegetables produced in the State of 
Florida. 

Motor truck transportation is vitally needed by producers of agri- 
cultural commodities and particularly those producing fresh fruits 
and vegetables. 

Speaking of the fresh fruit and vegetable industry, as a whole, it has 
long since progressed beyond the so-called peddler stage and has 
become more and more a stabilized business procedure and a scientific 
operation, not only from the standpoint of production, but in the 
distribution and merchandising of these highly perishable commodi- 
ties. Ways and means of increasing production and to secure better 
quality fruit and vegetables has been subject of scientific research for 
years, but it has only been in fairly recent years that this same stress 
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has been plac ed on improving distribution and merchandising of these 
commodities, in order that the housewife can place them on ‘her table 
as nearly fresh and crisp as when they were harvested. 

The fresh fruit and veget: able industr y, as well as the United States 
Department of Agric alture, is spending millions of dollars yearly jn 
progressing this program of better distribution and merchandising. 

Transportation plans a mighty important part in this program, a1 id 
this industry has and is spending a great deal of time and money in 
developing better transportation facilities by cooperative effort with 
the railroads, motor truck owners and operators, truck and trailer 
manufacturers’ associations, and the United States Department of 
Agriculture. 

‘We contend that the producer and shipper is entitled to have avail- 
able to transport his commodities to market all forms or modes of 
transportation—rail, boat, and trucks—so that he may have a choice of 
service from which to select that which will best serve his needs, and 
will be the most efficient and economical transportation in the inter- 
est of the consuming public. 

The Florida citrus and vegetable industry has been and is expand 
ing year after year. In the 1935-36 season the Florida production of 
all citrus fruit in terms of 134 bushel boxes was 29,462,052 boxes and 
for the current season 1952-53, as estimated by the United States De 
partment of Agriculture as of April 10, 1953, the production of all 
citrus fruits will be 111,500,000 boxes, and within 5 to 7 years will in 
all probability reach a total production of 150 million boxes. 

There have been statements made that truck movement of fresh 
fruits and vegetables is a postwar development. We submit, how- 
ever, that while the movement by truck has increased materially since 
World War II, truck movement of perishables from Florida antedates 
the Motor Carrier Act passed by Congress in 1935. 

It is the opinion of the members of our or ganization that the quality 
of truck service now rendered to this industry is far superior to that 
which was offered back in the early and middle thirties. At that time 
truckers to a great extent purchased from the grower and shipper and 
operated as itinerant merchants, peddling to the retailer and whole 
saler at any destination he chose to serve. 

This type of operator is very much in the minority at the present, 
and generally speaking the truck operators are rendering a transpor 
tation service only. Years ago very few truck operators were prop- 
erly insured, but in more recent years and under the automobile fi- 
nancial responsibility law of Florida today all motor vehicles oper- 
ated on the highways of Florida are covered by public liability insur- 
ance, and we are advised by the Florida Truck Brokers Association 
that in addition to liability insurance fully 90 percent of the truckers 
carry insurance to protect the owners of the commodities. 

The importance of truck transportation to the Florida citrus and 
vegetable producer is clearly indicated as to citrus, table 1, and veg- 
etables, tables 2, which tables show the shipments of fresh citrus fruit 
and fresh vegetables by rail, boat, and truck for the seasons 1930-31 
through 1951-52, and to April 4, 1953, for the 1952-53 season. Table 
3 shows the interstate truck distribution of Florida citrus fruit for 
the 1951-52 season in terms of carlot shipments on the basis of 500 
134 bushel boxes per carlot. During the 1951-52 season trucks 
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transported fresh citrus fruit to 45 States, the District of Columbia, 
and Canada, as shown on table 3, and to 241 cities within those States. 

These shipments are reported in terms of 500 box carlot equivalents 
for that is the average rail carload of fresh citrus fruit and so that the 
figures may be comparable the 500 carlot equivalent is used in com- 
paring the truck shipments, but the figures do not represent truck- 
loads. The normal truckload of fresh citrus fruit is 325 184 bushel 
boxes and converting the above figures, using this truckload of 325 
boxes, 58,734 truckloads of fresh citrus fruit were shipped to the 
States and cities referred to in table 3. The information in tables 2 
and 3 is furnished to indicate the great importance to Florida and the 
consumers of Florida products of motortruck transportation not only 
to the fresh citrus producer but also to the producer of fresh veg- 
etables, and fruits other than citrus. 

I have in this statement tables 1, 2, and 3 that follow, and I would 
like to call your attention to the fourth column which shows the truck 
movement. Column 2 is the rail movement. That shows very clearly 
the motortruck shipments from Florida, and the importance to the 
industry. IL am personally acquainted with many truck operators 
down in Florida where they maintain their residence, and I am as- 
tounded to hear statements made at this hearing that these so-called 
itinerant operators are only receiving 15 to 20 cents an hour. I know 
them personally and I know they are receiving—I do not know what 
their take-home pay is, but a very good living. 

Just out of curiosity after the representative of Adley Express 
iestified, we checked the Commission record, and if I remember his 
testimony properly, he indicated that the itinerant merchant was 
driving the certificated carrier to the wall. Here is what the Com- 
mission records show: That the Adley Express did a $5 million gross 
business in 1951, and their operating ratio was 88.76 percent. In other 
words, almost a 20-percent earning. 

In 1952, which is just last year, they had an operating ratio of 85.05 
percent. I do not think that the itinerant merchant is driving cer- 
tificated carriers to the wall. 

I would like to refer now to page 9. 

The tremendous volume of perishable tonnage now moving from 
Florida by motortruck cannot move by rail and much of it would have 
to rot on the trees or in the ground or planting would have to be 
drastically reduced, which certainly would not be in the public interest, 
if even a very small percentage of the trucks transporting these com- 
modities were forced to abandon operations. 

I am sure it is well known to this committee that the railroads do 
not have the equipment to move all of the traflic and there is no move- 
ment, of any known material extent, in common or contract motor- 
trucks, certificated by the Interstate Commerce Commission. Neither 
the certificated motor common carrier nor the permitted contract car- 
rier have shown any sustained interest in hauling fresh citrus fruits 
and vegetables from Florida. 

The view is universally held by the Florida citrus and vegetable 
industries, and by motor common and contract carrier interests as 
well, that it is neither feasible nor practicable for the regulated motor 
common and contract carriers to attempt to handle this traffic—the 
commodity is perishable, great flexibility of movement is required, it 


33212—53-——22 





332 TRIP LEASING 


is a seasonal movement, the common carrier is restrieted to specified 
routes and schedules, and there is no general interchange of equip- 
ment between carriers so as to permit through movement in the same 
vehicle without unloading and reloading of the lading en route. 

By the very nature of the general practice in the fresh citrus and 
vegetable industries, the final destination of many shipments is not 
known at the time the shipment leaves Florida. When moving, eithe: 
by rail or by exempt motor vehicle, the shipper may and frequently 
does divert the shipment to a new destination not known at the time 
the rail car or motortruck departs from Florida origin. Such diver 
sion instructions could not be given to motor common and contract 
carriers under regulation by Interstate Commerce Commission where 
routes, schedules, or destinations are restricted in the operating author- 
ity issued by the Commission under the terms of the Motor Carrier 
Act, if the new destination be off the route of the regulated moto: 
carrier or outside the territory or area it is authorized to serve. 

Some 15 to 20 years ago the railroads owned or contolled appoxi 
mately 137,000 refrigerator cars, and about 130,000 were assigned or 
were suitable for fresh fruit and vegetable loading. According to 
the testimony and statistical information submitted to the Senate Sub 
committee on Domestic Land and Water Transportation of the Com- 
mittee on Interstate and Foreign Commerce, 81st Congress, pursuant 
to Senate Resolution 50 by ICC Commissioner J. M. Johnson, the 
railroad refrigerator-car fleet was depleted by 12,629 cars from the 
years 1940 to 1949. The following is taken from table 7 submitted 
by Commissioner J. M. Johnson and appears on page 528 of the 
hearings. 


Statement showing number of refrigerator cars in United States (taken from 
table VII, J. M. Johnson testimony, S. Res. 50, p. 528) 


Year : Cars | Year—Continued Cars 
19s 63s Listas 4a 123, 808 | ¢ 115, 128 
1941_.... 22, 9334 | 114, 397 
1942_- a . 125, 059) { nis af My REO 
1948 z , a 120, 252 Net difference January 1, 

1944 ‘ : 118, 990 | 1940, and January 1, 
1945 117, 399 1949... 
TE ican ch cternntiemmanhies tee GA 


According to the car service division of the Association of Ameri 
can Railroads, the situation relative to new installed, retired, new on 
order,'ownership, awaiting repairs, and serviceable owned refrigera 
tors March 1, 1953, and March 1, 1952, is as follows: 


Refrigerator cars installed, retired, on order and awaiting repairs Mar. 1, 1953, 
compared to Mar. 1, 1952 


Number of re | Number of r¢ 
New installed: frigerator cars | New on order: frigerator cars 
February, 1953______-_- 218 March 1, 1953____-_____ 2, 483 
12 months ended Febru- March):4,-1962. us2.uLs4 8, 921 
Oro) 3B, BB Bis diinn 4, 062 | Ownership: 
12 months ended Febru- March 1, 1953 100, 661 
OU le Sinn tea eas 5, March 1, 1952__- _ 100, 473 
Retired : | Awaiting repairs : 
February 1953 March 1, 1953 6, 353 
12 months ended Febru- March 1, 1952 5, 910 
OU . Bete) Ae eniininenee 74) Serviceable owned : 
12 months ended Febru- March 1, 195% 94, 308 
fe : March 1, 1952 95, 563 
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During the years 1935 to 1940 the railroad fleet of refrigerator cars 
was reduced by Sr eeahaadn 7,000 and from 1940 to 1949, as testified 
to by Commissioner J. M. Johnson, was further depleted by 12,629 
cars, and during the period from 1949 to March 1, 1953, the railroad 
ownership of refrigerator c ars dropped from 111,179 to 100,661, or a 
further depletion of 10,518 cars. During the period 1953 to March 1, 
1953, the railroads have reduced their fleet of refrigerator cars by 
30,000, and it is to be further noted in the mentioned data that as of 
March 1, 1953, there were in service only 94,308 refrigerator cars in 
the entire Nation to serve not only Florida, but also all other areas 
in the United States requiring railroad refrigerator cars for 
transportation. 

Included in the above total number of refrigerator cars are the 
cars provided by the car lines serving the Florida citrus and vegetable 
industry and one paramount reason for the tremendous growth of 
motortruck transportation has been because of the inadequate refrig- 
erator-car supply. 

Members of the Interstate Commerce Commission and the Admin- 
istrator of Defense Transport Administration have made repeated 
statements relative to the serious shortage of all railroad rolling stock, 
including refrigerator cars, in an effort to secure adequate supplies of 
materials and steel, but to date the refrigerator-car building program 
is just barely to the break-even point. In other words, the known 
present building program will produce new cars only to offset retire- 
ments, and when all the refrigerator cars now planned are built, there 
will be no greater number in service than at the present time. 

All during the war years and since then we have experienced periods 
of refrigerator-car shortages in Florida. It was quite serious during 
the early months of 1951, so much so that by voluntary action and 
agreement between shippers, the railroads, and Interstate Commerce 
Commission officials, and without any ICC service orders being issued 
for a total period of 11 days, no refrigerator cars were placed for 
fresh oranges and grapefruit loading so that available cars could all 
be used for the more perishable vegetables. 

We are also concerned with the lack of sufficient funds being allo- 
eated to the Interstate Commerce Commission for carrying on its 
statutory duties and shudder to think what these duties would pyramid 
to should the Interstate Commerce Commission attempt to invoke 
the rules they have prescribed referred to herein. 

Considering the expanding citrus and vegetable industry in Florida ; 
the very apparent inadequate supply of railroad refrigertor cars; the 
lack of interest and inability of certificated motor carriers to properly 
provide service; the economic waste of transportation and higher 
transportation costs, if trip leasing be abolished; and the imperative 
necessity for adequate motortruck transportation at the lowest cost 
consistent with the furnishing of such service for hauling a substantial 
portion of Florida fresh citrus fruits and fresh vegetables to the con- 
suming markets of the Nation, we respectfully request this committee 
to approve H. R. 3203. 

The CuarrMan. Are there any questions, gentlemen ? 

Mr. SrepMan. Mr. Chairman, I might say that I have attempted 
to present the factual position of Florida as to the need for moter- 
trucks and our transportation situation, and Mr. M. W. Wells, who 
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will appear as our attorney, will cover the safety feature and the tecl)- 
nical side of this issue. 

The Cuatrman. Mr. Stedman, it seems to me that the fact that you 
have had about 17 minutes and that there are others here who are wait- 
ing to be heard who have not had any chance at all, I would have 
thought that one witness from the Growers and Shippers League of 
Florida would have been sufficient. 

Mr. StepMAN. Sir, we knew that the issues involved in MC-43 were 
going to be quite important, and we were the only fresh fruit and vege- 
table organization that was in that proceeding, and Mr. Wells is the 
one that has written the brief that has already been referred to by 
the railroad witnesses. 

The Cuarman. I will ask some witnesses who may or may not be 
present as to their intention. Is George B. Keller here? I have a 
statement from him so that will take care of that. 

Mr. Joseph M. Scanlon from Chicago. 

0 response. ) 
The Cuarrman. Has any statement been left by him, do you know, 
Mr. Clerk ¢ 

The Cierx. No, sir, not that I know of. It could be here, Mr. Chai: 
man. 

The CHarrMan. He personally is not present ¢ 

The Crerxk. No, sir. 

The CuarrMan. I understand he had to leave the city. 

Mr. George Norcross. 

Mr. Mirron Dieuw. I am associated with Mr. Norcross. He is 
unable to be in the city, and it is my intention to ask the chairman 
for only about 4 or 5 minutes at the conclusion of the proponents’ por 
tion of the time, if you please. 

The Cuarrman. Do you suggest that 3 or 4 minutes as an induce- 
ment to the chairman that you will be the last one to speak ¢ 

Mr. Dient. In part, yes. 

The CHarrman. Then Mr. Norcross is not present. Does he have 
any statement ¢ 

Mr. Dent. No, he participated with Mr. Ellis and myself in the 
prepesetien of the statement which was filed by Mr. Ellis and me. 

le will not file a written statement unless you desire. 

The Cuarrman. That is up to him and and up to you. You have 
enough to read now. 

Mr. J. J. Brady, Fort Dodge, Lowa. 

(No response. ) 

The CuarrmMan. Are you speaking for him, Mr. Dolliver? 

Mr. Douuiver. He is not here. I can answer to that extent for him. 

The Cuatrrman. Do you know whether he has a statement / 

Mr. Dotutver. He has not communicated with me that he has one. 
He may have with the clerk. 

The Cuarrman. The clerk will observe whether he has or not. 

There have been raany statements filed for and against the bill. 
The statements that have been filed with the committee will later 
be made a part of the record in this case. 

The Cuarrman. Is Mr. Fraser here ‘ 

Mr. Fraser. Yes, sir, I am here. 

The CuatrmMan. How long will your statement take ? 
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Mr. Fraser. I will take 4 minutes, if you wish to run over my 
statement. 

The CuarrmMan. You have been very patient in your attendance 
upon the hearing, and if you could confine yourself to 4 minutes, it 
certainly will be. something that will be better than has been done to 
date. 

Mr. Hale, you had some questions you wished to ask of this 
witness ¢ 

Mr. Hate. I want to ask the gentleman one question. Is there 
advantage to the people of this country in giving the Interstate 
Commerce Commission any kind of jurisdiction over motortrucks? 

Mr. StepmMan. Over the exempt hauler? 

Mr. Hate. I do not understand you. 

Mr. SrepMan. You mean over the exempt hauler / 

Mr. Harz. No, I mean would you take the motortruck out from 
under the jurisdiction of the Interstate Commerce Commission alto- 
vether ¢ 

Mr. Srepman. No, I would not say I would. I believe that the 
Motor Carrier Act has been a great help in straightening out the 
motor-carrier industry. If I understand the situation correctly, the 
motor carriers asked for the act themselves. 

Mr. Hare. It seemed to me as I listened to your statement that it 
was largely an argument against any jurisdiction at all by the ICC. 

Mr. Srepman. No, I did not mean to imply that at all. We just 
contend that the transportation of fresh fruits and vegetables needs 
a flexible motortruck transportation service that cannot be provided 
by certificated or contract carriers. 

Mr. Hate. Why does not the Interstate Commerce Commission 
recognize that fact and give you a flexible service ? 

Mr. Srepman. We have not had that experience in connection with 
the Interstate Commerce Commission actions in connection with the 
certificated character. 

Mr. Hate. What you really complain of is the way that the Inter 
state Commerce Commission does its job, is that correct / 

Mr. Srepman. We are complaining about the leasing rules, that 
it would restrict the movement of fresh fruits and vegetables. We 
do not see how we could possibly live under the rules. 

Mr. Hane. I do not see why the Interstate Commerce Commission, 
if it is fit to cleo wre the motortruck industry at all, should not be 
ingenious enough to devise rules which would permit the flexibility 
which you say is necessary to the Florida citrus-fruit industry. 

Mr. Srepman. I would like to file, then, a supplemental statement 
as to what we have had to go through in connection with the Inter- 
state Commerce Commission in securing applications or certificates 
for these motortruck operators that we have been trying to have ap- 
proved to transport frozen citrus concentrate. We have been working 
on that for 4 years and we have 1 certificate through. 

Mr. Hate. Your experience with the Commission has been an un- 
happy one, is that correct? 

Mr. SrepMan. Yes, sir, it has been in connection with getting a 
certificate for a carrier. 

Mr. Hatz. What it boils down to is that you do not trust the good 
sense or discretion of the Commission, is that right? 
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Mr. Srepman. I am not going to criticize the Commission neces 
sarily for the way they have acted in connection with the certificates, 
except for the slowness in their action in not recognizing the rapid 
growth of the frozen citrus concentrate industry. 

Mr. Hare. That is all, Mr. Chairman. 

The Cuarrman. Any further questions, gentlemen? If not, we 
thank you, Mr. Stedman. 

Mr. Stepman. Thank you. 

The Cuarrman. Instead of calling immediately upon your associate, 
Mr. Wells, in view of the fact that the Growers and Shippers League 
of Florida through you has had some opportunity to present its case. 
I will hear from Mr. Fraser at this moment, and then I will see if it 
will be possible to hear from Mr. Wells. 

We are playing against time now. The situation on the floor of the 
House is such that that bell may ring at any minute. I am trying to 
get by with as many as I can. 

You wish 4 minutes, I understand. 


STATEMENT OF SAMUEL FRASER, EXECUTIVE VICE PRESIDENT, 
INTERNATIONAL APPLE ASSOCIATION, WASHINGTON, D. C. 


Mr. Fraser. I am executive secretary of the International Apple 
Association. I would like to file my statement and amplify as I go 
along. I appear in favor of the bill. 

rty ¥ ry. 

The Cuarrman. That may be done. 

(The statement is as follows:) 


STATEMENT BY SAMUEL FRASER, EXECUTIVE VICE PRESIDENT, INTERNATIONAL APPLE 
ASSOCIATIONS, WASHINGTON, D. C. 


In the matter of H. R. 3203 to amend section 202 of the Interstate Commerce 
Act by adding the following: 

“(d) Nothing in this part shall be construed to authorize the Commission to 
regulate the duration of any lease, contract, or other arrangement for the use of 
any motor vehicle by a motor carrier in providing transportation, or the amount 
of compensation to be paid for such use.” 


POINT I, REPRESENTATION 


My name is Samuel Fraser. and I am executive vice president of the Interna 
tional Apple Association. The International Apple Association is a nonprofit 
membership association with offices at 1302 18th Street NW., Washington, D. C. 
Its United States membership is located in all the important producing sections 
and distributing markets of the United States. The membership includes the 
leading apple and pear shipping organizations, individual shippers and firms, 
leading growers, apple and pear cooperative associations, wholesale dealers, dis 
tributors, exporters, and importers, and service organizations. In addition, its 
membership extends to other countries, including Canada, South and Central 
America, Great Britain, continental Burope, Africa, Asia, and Australasia. 
The association was organized in 1895, and is representative of the apple and 
pear industries of the United States. 


POINT II, BACKGROUND 


Personally, I have for some 65 years either worked on a farm as a farm 
laborer or operated or owned a farm. For some years, I was teaching or engaged 
in research, part of the time at Cornell University, Ithaca, N. Y. On transporta- 
tion problems I have appeared here and elsewhere on behalf of the fruit and vege- 
table industry, and on legislative matters have appeared here and other places 
since 1905. I have watched and carefully studied the development of the trans- 
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portation system of this country, particularly its effect on the distribution of 
fruits and vegetables and the improvement in the diets of the general public 
brought about by the consequent wider distribution and greater use of these 
commodities, 

| appear as one who pays the freight and on behalf of those in like condition, 
nd address myself particularly to the transportation problem of fruits and 
vegetables. The fruit has nothing but potential value on the farm; to find its 
worth it has to be distributed. Our first requirement is to keep our distribution 
costs in line with the ability of the people to pay, and transportation today costs 
about one-third of the wholesale price, on the average, of our commodities. So 
there is a vital situation confronting us. 


POINT ITI, TRUCKS ON FARMS AND EXEMPTIONS 


The Agricultural Situation, issued by the United States Department of Agri- 

ilture, March 1952, volume 36, No. 3, on page 6 carries a table showing a classi- 
fication of the 5,382,100 farms by income in 1950. 

it shows that 2 percent of the farms or 105,500 farms had sales of farm products 
n excess of $25,000 a year and that 20 percent had sales between $5,000 and 
$25,000. Seventy-eight percent of all farms had gross sales of less than $5,000, 

Certainly no farm with sales of $5,000 or less could economically operate a 
truck if its use is limited to the farm and its products or hauling its own required 
supplies as section 208 (b) (4a) exemption would permit. I, with a farm income 
from $10,000 up to $17,000, do not own one, and I prefer to hire trucking done or 
ease a truck under the provision of section 203 (b) (6). This is a vital provision, 
not only to the farmer who cannot afford to make the large investment necessary 
to own a truck, but also to the hauler of agricultural commodities for others. 

In 1985 this matter was regarded by Congress as justifying the exemption of 
motor vehicles used in carrying property consisting of ordinary livestock, fish 

including shellfish), or agricultural commodities (not including manufactured 
products thereof), if such motor vehicles are not used in carrying any other 
property, or passengers, for compensation; and placing same within the provi- 
sions of section 203 (b) (6) of the Interstate Commerce Act. Retaining this 
provision flexible is essential in our present economic transportation system. 

It is more difficult today for a man to buy a farm and much more costly to 
operate one than in 1935. In the decade 1940-50, 713,000 farms disappeared. 
In 1940 the average was 174 acres: today it is 215 acres, and to profitably operate 
in most places, one needs more equipment than in 1985 and more acres. 

Some 73.3 percent of the farms are operated by owners, as compared with 
61.3 percent in 1940. Tenantry is declining. In spite of these adjustments, the 
farm income is that of small business and the equipment cost is heavy—I would 
say too heavy. 

I do not believe that the income of the average farm will justify a truck suit- 
able to haul goods on the road even if the trucks were available, and the great 
problem today on the farm is to find enough hours of productive use to justify 
the expense of the present equipment, and this is true for all the farm equipment. 

The present law under section 208 (b) (4a) is held to allow a farm neighbor 
who owns a truck to haul a load of farm products at a price agreeable to both 
parties, and with the use of the truck exempt under section 208 (b) (6) from 
all ICC regulations except safety provisions, we believed we were free to move 
our commodities at any time, anywhere, and at any price we could make. 
Certain men on farms have gone into the trucking business along with their 
farm activity and serve their neighborhood and feel free to operate under the 
provisions of section 208 (b) (6). 


POINT IV. THE MOTOR CARRIER ACT OF 1935 AND SOME EXEMPTIONS 


This particular legislation was presented to Congress at each session between 
1926 and its time of enactment, a period of 10 years, and I was in contact with it 
from its inception. 

During the years 1933-35 I was representing the association for which I now 
appear as well as others, 

The bill, as enacted, was recommended by Joseph B. Eastman, Coordinator 
of Transportation, in his report of March 10, 1934, and endorsed by the Inter- 
state Commerce Commission and supported by State commissions. 

It provided that the private carrier should operate subject to the establish- 
ment of reasonable requirements to promote safety operation, prescrib2 quali- 
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fications and maximum hours of service of employees, and standards of e 
ment, if need therefor is found. 

In 1935 there were approximately 3 million privately owned trucks which 
were not under Federal regulations as to charges and routes, including moto, 
vehicles controlled and operated by any farmer when used in the transportat 
of his agricultural commodities and products thereof, or in transportation of 
supplies to his farm, likewise those controlled and operated by a cooperatiy: 
association as defined—or federation of such, or motor vehicles used in carrying 
ordinary livestock and fish (including shellfish), or agricultural commodities 
(not including manufactured products thereof), and all these carried the sa: 
exemption as private carriers. 

We seek to retain these provisions in the same way we have enjoyed thy 
since the enactment of the law 17 years ago. 


POINT V. THE RETURN LOAD AN ESSENTIAI 


Except in short hauls, it is not possible to operate a truck economically o 
one-way trip. It is not possible for even the larger farmer to own his ow 
truck and maintain it in economical use, if denied the opportunity to pick up a 
return load. It is understood that some of these owners of trucks are operating 
on 18 cents a truck-mile, with loads of 10 tons to 15 tons, if allowed to load both 
ways. If a load of agricultural products is not obtained as a return trip, ther 
the present method is to lease the truck to someone who has a load. In this way 
we are maintaining the truck in our economy. Without the return load, the 
cost would exceed present rail rates. 

If the farmer is to be maintained in position to haul his own goods, he cannot 
be denied this opportunity to secure a return load. 

The truck operator moving goods under the agricultural exemption of sectio) 
203 (b) (6) must likewise be afforded the opportunity of having a return load 
without having to lose control of the operation of his truck for a period of 30 
days as would be the case under regulations proposed by the Interstate Com- 
merece Commission. 


a 


TELEGONY IN A TRUCK 


It has been advanced that a truck which has once hauled agricultural com 
modities is forever committed to that use and that it cannot be rented for use 
in hauling under common carrier by motor vehicle provisions, an effort to inject 
telegony into a truck. It has no place anywhere, either in breeding or trucks 

The Commission has settled this matter by providing for a 30-day lease, in 
stead of a trip lease. We require the trip-lease provision for reasons which 
I will later present 

The Commission recognizes the need for use of the equipment. For proper 
use, the flexibility must be kept. 

Our whole system of transportation has been developed under provisions 
assuring flexibility. The ICC’s proposed regulations would seriously restrict 
this flexibility, but this essential flexibility can be maintained by enactment 
of the proposed amendment. 


POINT VI. WIDE AREA SERVICED BY TRUCKS HANDLING AGRICULTURAL COMMODITIES 


It will be noted that the trucks employed in the movement of these farm 
commodities and items used on the farm handle a volume of business distrib 
uted over 3 million square miles in the United States and extend into Canada 
This does not permit a concentration of goods sufficient to justify the services 
of either the contract carrier or the common carrier, hence Congress made the 
provisions for the exemptions which Mr. Joseph B. Eastman, Coordinator of 
Transportation, recommended. 

Since 1935 there has been a distinct movement of horses from the farm so 
that these activities are now more dependent than ever on the motortruck and 
some 50 miilion people are now serviced entirely by truck because they have no 
rail connection. 


POINT VIL. FLEXIBILITY ESSENTIAL TO CURTAIL COSTS AND AVOID LOSS 


From 1935 to the present time the motortruck operating under the provisions 
of section 208 (b) (6), has been free to either pick up a load of exempt com 
modities or, in order to bring the truck back to its home, the truck and the driver 
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have been leased at a price arranged between the two parties and for a period 
of time agreed to by both parties. 

We seek the retention of this flexibility of the equipment in order that we 
may maintain the economical operation of this fleet of trucks now placed at 
7 million, without whose services it would not be possible to even move the 
supplies which are hauled by rail from the farm to the point where they are 
placed on rail, nor to move them at destination from rail carrier terminals to 
the distributor and retailer and to the consumer for use. 

As I have emphasized, the matter was before Congress for 10 years and was 
most skillfully handled by Congress after being carefully studied by them and 
one of the finest minds in transportation; namely, Joseph B. Eastman. The 
development to date has justified the position taken. 

Economies which have been developed have been passed on to the consumer, 
and with the food bill of today and the attitude of the public to it, it does not 
seem to be an opportune time to increase the costs of moving these commodities 
to the consumer. An increase in cost will assuredly be met if the present bill is 

tt enacted into law, for any attempt to fix the time for which a lease must be 
made will merely make that particular vehicle so much less flexible. If held 
away from its arranged duties for 30 days, the crops, which should have moved 
in that time, will not be in condition to move. 


POINT VIII. FLEXIBILITY ESSENTIAL FOR PROPER DISTRIBUTION 


Operating under the agricultural exemption of section 208 (b) (6), these 
trucks are free to move from one section of the United States to another as crops 
are ready for harvest and distribution to the consuming centers. Unlike the 
production of a steel mill, the grower cannot set a specific day and date on which 
his fruits or vegetables will mature and be ready for movement to market, nor 
does he know much in advance of the shipping date where the demand for his 
commodities will be. 

In other words, a truck operator may, during the course of a year, haul winter 
vegetables and citrus from Florida, peaches from Georgia, strawberries from 
the Carolinas, potatoes from the Eastern Shore of Maryland and Virginia, apples 
from New Jersey, cranberries from Massachusetts, and seed potatoes from Maine. 

In the Western States, the dependence on the truck is equally marked—Los 
Angeles may receive peaches and apples from Washington or Idaho, Texas may 
draw on Colorado, and in the Central States the movement from Michigan to 
points south and of vegetables from Texas and the New Orleans area northward 
constitute a well-established procedure, nor does it stop at the Canadian border. 
rhe area serviced is continental. 

The flexibility provided by the agricultural exemption enables growers and 
shippers to have available to them the necessary equipment for moving their 
commodities to whatever market in the country has a demand for them on the 
day they are ready to ship, but again I repeat, without the return haul, the cost 
would be prohibitive, and should the truck have to be leased for longer than the 
trip, its availability when and where needed would be lost. 


POINT IX. THE USE OF THE TRUCK IN DEFENSE 


We recognize that national defense is now a major problem in our economy. 
We recognize that “when a strong man armed keepeth his palace, his goods are 
in peace.” We recognize that the rails must be maintained, if we are to be 
defended. We recognize that the roads and the trucks are equally important. 
We recognize that it is imperative to subsidize some shipping in order to have 
the transport necessary under the American flag to move the requirements for 
war. But, we also recognize that food is the first line of defense, and if its 
production is not maintained and we rely on some other source than our own, 
then we may be in as serious straits as was England. Such is not to be permitted. 

We ask then that the trucks be left free to operate as they now are so that 
they may maintain themselves in position to be available for defense for it may 
be vital. When all is said and done, the last item in defense is the Infantry. 
The Infantry or any other department cannot function without vast supplies, 
und the trucks cannot be lost sight of as a factor in defense any more than the 
rails ean be lost sight of. We recognize that the Air Force cannot be of service 
unless there are land facilities in position to function to keep supplies where 
they need to be. The cabs saved Paris in World War lI. A strong and available 
supply of trucks and men trained in the operation, well distributed in rural 
areas, should be encouraged and developed, not restricted. 
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POINT X. REFRIGERATOR EQUIPMENT AND POPULATION 


In 1924 and again in 1927 I compiled data as to the refrigerator cars of the 
United States with regard to their serviceability, their bunker capacity, their 
construction, their date of building, and all matters conversant with them, and 
since that time, their number has been markedly curtailed. 

Instead of 143,921 freight and express refrigerator cars shown in the hook 
Description of Freight and Express Refrigerator Cars in the United States Not 
Including Packer’s Cars, Freight Refrigerator as of July 1, 1926, Express Re. 
frigerator as of January 1, 1927, which I compiled from data filed with the Inter. 
state Commerce Commission under the Commission’s order, we now have ap- 
proximately 104,885 cars. And instead of 116 million people we now serve 
157 million. And in the ease of fruits and vegetables, in one form and anothe: 
a considerably increased amount per year. 


POINT XI. THE FLEXIBILITY OF THE TRUCK A HEALTH FACTOR 


The flexibility of the truck, the speed of the truck, the ability to serve the 
public with fresh fruits and fresh vegetables, delivering them in many cases in 
half the time it would take by rail, has been an important factor in developing 
the health and well being of the people of the United States so that in maintain 
ing this flexibility, you would be serving the public welfare. 

We seek to retain the flexibility of the truck because it is sound economy and 
for the public well-being. 


SUMMARY 


The population is now 157 million, 135 percent of what it was in 1927, and the 
daily per capita consumption of fruits and vegetables has increased. 

The supply of refrigerator cars is now 70 percent of what it was in 1927, and 
has not shown ability to move more than 50 percent of our present ordinary 
volume of fruits and vegetables and the number of refrigerator cars is declining. 

With the trucks moving 50 percent of the load, there are not now enough 
refrigerator cars to move the other 50 percent of the present food requirement 
at peak movement. 

There are not enough trucks in the contract carrier and common carrier groups 
to move peak loads of perishables, nor are they in sufficiently flexible position to 
move agricultural commodities from sources of supply to consuming centers or 
even loading points. 

The forced leasing of essential equipment for 30 days will wreck the essential 
flexibility of movement of such equipment to the detriment of our economy. 

The inability to lease a truck for a return trip will markedly increase the 
costs of food, may deprive the grower of financial returns to which he is en- 
titled, and deprive the public of the benefit of fruits and vegetables in their diet. 

We seek to provide that nothing in this part shall be construed to authorize 
the Commission— 

(1) to regulate the duration of a lease; 
(2) to regulate the duratior® of any contract; 
(3) to regulate the duration of any other arrangement; 
(4) to regulate the amount of compensation to be paid for the use of any 
motor vehicle by a motor carrier in providing transportation ; 
and ask that this provision be incorporated in section 202 of the Interstate Com 
merce Act, as stated at the beginning. 


Mr. Fraser. For the past 65 years I have been a farmer. I have 
been a farmer either as a laborer or an owner. I appear for those who 
pay the freight, and I appear on behalf of those who are the con- 
sumers as well as the producers because we have got to have the 
consumer buying our commodity at a price he can pay. 

I have been interested in the transportation problem for the last 
40 years. As a case in point, on the refrigerator car supply for the 
United States, in 1942 I indexed the 142,000 cars, as to their condi- 
tion, their icing capacity and everything else that was required, and 
that was used in court procedure. 

There were 142,000 then. There are 105,000 today. 70 percent of 
the refrigerator car supply for 135 percent of the people. 
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In spite of the statements that have been made that there is ability to 
pick up the load at peak times, I know it is not so. I know we are 
under controls and regulations and that has been a factor in our 
problem since 1916. I have been very closely connected with our 
whole transportation system from that time. 

I appeared originally on this bill. I worked on it from the years 
1926 to 1935, when the question was raised before the Commission as 
to who was responsible for the particular provisions and the counsel 
who I was with was asked who did it, and brought it in, and he 
said he knew. The question was, was the individual in the room and 
he said he was. So far as the Commission was concerned, they rec- 
ognized that I did considerable work in securing the three agricul- 
tural exemptions. 

To my thinking 4 (a), which applies to the farmers is of very 
limited value. The farms of the United States as you will see from 
the record I have given you, 78 percent of them do not have more 
than $5,000 income. They cannot buy a truck. They cannot operate 
a truck. One hundred and five thousand farms have $5,300,000 of a 
capacity of income above $25,000. They can. But the in-between 
group must be served, and the law was written with the idea that the 
man who stood in the place of the farmer would service him with the 
truck, and have all the ability of the private owned truck. 

The provisions were to apply to the private owner truck and car- 
ried on through to the farm truck. 

Mr. Chairman, we have made economies. Those economies are be- 
ing passed on to the public. The freedom from price-fixing was a 
very important provision. Mr, Eastman approved it. He recom- 
mended it in 19384. The ICC approved it. The Congress enacted it. 
We seek to maintain it because it is a sound procedure in the economy 
of the United States. 

When we passed the legislation in 1935, it was claimed that we 
had 3 million trucks under this provision. Today it is claimed we 
have 7 million. The point we would like to emphasize is carried in 
the summary, and that is that it is economical in our structure. The 
population is now 157 million. In 1926 when I compiled this data it 
was 116 million. The car supply is now only 70 percent of what it 
was. It was 142,000. Today it is less than 105,000. If it was not for 
the truck, we could not move our fruits and vegetables, and it is for 
fruits and vegetables that I appear in particular. 

The fruit and vegetable supply which has been so important in 
maintaining the health of the United States and the people of the 
United States is due to the facility and flexibility of the truck. We 
seek to maintain the flexibility. 

I want to make this point. Ifa truck is away for 30 days and the 
crops are ripening and we lose the time, then not only is the public 
going to lose, but the farmer is going to lose, and the whole structure 
may fall apart. We must maintain that flexibility which is now 
established in our economy unless we impair our whole economic 
structure. 

As for leasing equipment, Mr. Chairman, we had a senatorial in- 
vestigation some years ago in which I was interested, and they brought 
out that the Pennsylvania Railroad is handled entirely on leasing, 
The Pennsylvania railroad leased the tracks from the Pennsylvania 
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company and they operate with leased equipment, so that the leasing 
of equipment, and even the leasing of the tracks is nothing new in 
our transportation system. That has been recognized. 

The striking thing is that under those conditions where there js 
individual responsibility thrown on someone to maintain the equip 
ment, that railroad has been able to maintain a profit. We consider 
that vital. 

The points then are, the inability of the truck for a return trip will 
increase the cost of food. It may deprive the grower of his market 
and his financial returns, and it will deprive the public of the benefit 
of the fruits and vegetables they now have. So we seek, Mr. Chair 
man, that nothing in this shall authorize the commission to regulate 
the duration of a lease, to regulate the duration of any contract, to 
regulate the duration of any other arrangement, nor to regulate the 
amount of compensation to ‘be paid for the use of any motor vehicle 
by a motor carrier in providing transportation. 

Mr. Cuamman. I said I would talk 4 minutes. I have now been 
appearing before your honorable committee for many years—I have 
worked here since 1905 on legislative matters—so I appreciate time. 
1 thank you very much, because it is an onerous task which you 
have to hold these hearings, and I appreciate the amount of patience 
which is involved. I thank you for your consideration. 

If there is any question I can answer, I will be glad todo so. Other- 
wise, I will surrender at this time. 

The Cuarrman. Mr. Fraser, none of us including our distinguished 
member from Ohio has been here since 1905, but we do realize that 
you have been before this committee on many occasions, and you have 
always made a very real and worthwhile contribution to the thought 
of the committee in presenting your views with respect to legislation 
that was under consideration by the committee. We hope that you 
will live many more years, and that you can appear whenever the occa 
sion requires. You are always welcome. 

Mr. Fraser. Thank you. 

The Carman. I would like to explain to Mr. Fraser that the 
reason that some members left is that there was a call from the House. 
I would not like him to feel that we were not interested in what he 
was saying. His full statement will be made a part of the record. 

So I will not overlook it, I wish to refer at this time to a statement 
in the form of a telegram that has been received from Mr. H. D. 
Abbott, administrator, Division of Highway Taxes, California State 
Board of Equalization, which I take by quick reading would seem 
to be against the bill. It will be inserted in the record at the point 
where the opponents of the bill have introduced their statements. 

Gentlemen, the bell just rang for a yea and nay bill vote before the 
House that will necessitate our going. I will return and if there are 
any other members of the committee that are willing to do so at this 
late hour when the rolleall is over, I will be pleased if they would do 
likewise, and if you folks who are here will be kind enough to re- 
main until I come back, we will see what can be done about disposing 
of the bill and what arrangements we should make. I will be back 
inside of 20 or 30 minutes, as soon as my name is reached. 

A recess was taken for 15 minutes.) 

The Cuarrman. The committee will be in order. The next witness 

is Mr. Wells. 
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STATEMENT OF MAXWELL W. WELLS, OF MAGUIRE, VOORHIS & 
WELLS, ORLANDO, FLA. 


Mr. Wetts. Mr. Chairman, I wonder in view of the shortness of 
the time if it would be permissible for me to file my prepared state- 
ment and supplement it with an additional statement after my return 
to the office for this reason: I am the attorney who filed the brief for 
the Florida citrus industry in MC-—43 to which the railroads made 
reference this morning. I would like file a supplemental statement, 
if | may, with the committee. 

The Cuamman. You certainly may. I am perfectly willing and 
the committee is for you to make some statement now and still supple- 
ment it. We would like to know what is in your mind. 

Mr. Wetrs. I would be happy to proc eed if you desire. 

The Cuamman. Yes, for a few minutes, to point out to us just what 
your brief covers. In other words, if I were in your pe | would 

y I would like to call attention of the committee to 1, 2, 3, 4, 5 points, 
whatever you have in your mind, and a few words with respect to the 
supp Jlement you expect to file. You will be permitted to put your 
entire statement and supplement into the record. 

Mr. Weiis. Thank you. 

The Cuammnan. I just wanted to get some idea of what thoughts 
you had. 

Mr. Wetts. Mr. Chairman, first, I will refer very briefly to refer- 
ence made by railroad counsel this morning, and which was quite sur- 
prising to me, in the thought that was suggested that the 30-day mini- 
mum-leasing requirement of the rule in MC-—48 did not affect the 
Florida citrus industry at all. 

Reference was made there to the fact that there is a seasonal opera- 
tion, which is true. But there is a complete misinterpretation as to 
what that means because throughout the record in MC-43—and | 
attended the entire proceeding except the hearing in St. Louis and 
participated in all of the arguments—there was never to my knowl- 
edge any representation by anyone that there had ever been a lease 
of 30 days’ duration of any of the trucks that hauled Florida citrus 
fruit. 

The only lease of which I have any knowledge, either having partici- 
pated in the proceeding or my knowledge of the Florida citrus indus- 
try over the past 17 years, is the trip lease southbound, and the trip 
lease southbound could not function in any respect whatever under 
the 30-day limitation imposed by the Commission’s rules. 

[ shall try to elaborate a little more fully and refer to the two briefs 
that were filed by me in MC-43 so as to develop the actual situation 
in that respect. 

The Cuatrman. In connection with the briefs, I will take this oppor- 
tunity of saying what came to my mind as you were talking. I think 
it might be helpful to the committee if you would file your briefs, 
if you have extra copies of them, with our staff. I do not say they 
will be made a part of the record as printed for the reason that it 
would be too much in the way of printing, but it might be helpful to 
us to have benefit of the information that those briefs contain if they 
are filed with us for use by our staff and by the membership. 
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That applies to any other participants in the litigation that led up 
to the Supreme Court decision. If anyone else wishes to file their 
briefs with us for such use as we may wish to make of them, we would 
be pleased to have you do so. 

Mr. Weits. I should be happy to do that, Mr. Chairman. 

I also want to refer to a statement that was made, I believe, yester- 
day, that there was nothing in the record to show statisticswise the 
relative accident frequency of owner-operator vehicles and the carrier- 
owned vehicles—that is, the common-carrier-owned vehicles. I want 
to refer specifically in that connection to a quotation in note 7 to the 
January 12, 1953, decision of the Supreme Court, which is as follows: 

The conclusion that highway safety may be impaired rests admittedly on 
informed speculation rather than statistical certainty. A road-check examina- 
tion conducted by the Bureau did not indicate any significance in the number 
of safety violations between leased and owned vehicles, 

That is in the United States Supreme Court opinion. That is note 
No. 7 appended to the majority opinion. 

I will also refer in my supplemental memorandum to specific data 
that was set forth in the original decision of division 5, which is 
the motor-carrier division of the Interstate Commerce Commission, 
which did not abolish trip leasing, which had none of the 30-day 
provision in it, because it was only by the subsequent decision on 
rehearing and further oral argument by a divided commission that 
the 30-day provision was first inserted. There were statistics showing 
a better accident record on the part of the owner-operator trucks 
than on the part of the common-carrier-owned trucks. 

I don’t think there is any doubt but that the elimination of trip 
leasing will operate to put more vehicles on our crowded highways 
today. I am referring specifically to the fact that one method of 
statistical computation of the National Safety Council is the com 
parison of the number of deaths or the number of injuries in a par- 
ticular period, but there is yet another method, and that is the rate 
per 100,000 vehicles. To eliminate the trip leasing, to put in the 
provision for a 30-day minimum lease, will create an additional oppor- 
tunity for additional miles of accidents on the highway. So I submit 
that instead of improving safety, the proposed rules eliminating trip 
leases actually is a detriment to safety on the highway. 

Finally, Mr. Chairman, I want to emphasize this fact: That there 
is a great distinction between the section of the act that is proposed 
to be amended by H. R. 3203, and the section of the Interstate Com- 
merce Act, 204, which relates to safety standards, qualifications, and 
hours of service and standards of equipment. Actually, and I have 
here in my hand a copy of the report of the Interstate Commerce 
Commission dated April 14, 1952, in ex parte No. MC—40, qualifica- 
tions and maximum hours of service of employees of motor carriers 
and safety of operation and equipment, reported in 54 I. C. C. 377, 
were new and revised rules, qualifications of employees, inspections 
and all of those things were promulgated by the Interstate Commerce 
Commision and I want to emphasize the fact that those safety rules 
under section 204 apply equally to the private carrier to the exempt 
carrier, which acter common, contract, and private carriers, and 
to the common carrier by motor vehicle and the contract carrier by 
motor vehicle. 
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There is no impediment whatsoever under the proposed amendment 
that is here under consideration that will have any effect at all on 
the continued implementation of the safety feature of section 204 
of the Motor Carrier Act. 

Mr. Chairman, I will attempt to put those things into the supple- 
ment document which I will present as early as possible. 

Thank you very much, 

The CuarrMan. I appreciate the summary that you have given 
us of your intended statements. It is very helpful for us to know 
the viewpoint you have expressed. 

As I have previously stated, your full statement will be made a 
part of the record, together with the supplement which you cies 

ndicated you will prepare. 

Mr. Wetts. Thank you, Mr. Chairman. 

(The prepared papers of Mr. Wells follow :) 


STATEMENT OF MAXWELL W. WELLS, ATTORNEY OF ORLANDO, FLA. 


Mr. name is Maxwell W. Wells. I am a member of the law firm of Maguire, 
Voorhis & Wells, of Orlando, Fla. I have been registered as a class A, or attorney 
practitioner, by the Interstate Commerce Commission since the first registration 
was authorized in 1929. I have appeared before the Commission in numerous 
proceedings affecting Florida citrus fruits and vegetables since 1926. Except for 
the wartime hearings in Her parte 148, at which time I was absent on active duty 
with the Navy, I have represented the Florida citrus industry in every general 
freight revenne proceeding from Ez parte 123 in 1937 down to the present time, 

My purpose in appearing before your committee is to support H. R. 3203, which 
is a companion bill to S. 925 introduced in the Senate on February 13, 1953, and 
to urge that the committee report favorably on this bill. 

First, may I concur in and endorse the statements and presentation of Mr. 
Gordon Stedman, secretary-manager of the Growers and Shippers League of 
Florida, in behalf of that organization of Florida growers and shippers, and in 
behalf of Florida Citrus Mutual and the Florida Citrus Commission. 

A main purpose, of course, of the proposed legislation is to permit the continued 
practice of trip leasing of motor vehicles to certificated common motor carriers 
and to permitted contract motor carriers, duly licensed and registered by the 
Interstate Commerce Commission, by the owner-operators of such motor vehicles 
a continuation if you please of a practice which has been of inestimable benefit to 
the motor carrier operators who have for many years transported many thou- 
sands of truckloads of fresh citrus fruits and fresh vegetables from Florida to 
destinations in other States, and which also has been of great benefit to the 
southbound movement by contract and common motor carriers hauling merchan- 
dise into Florida. This practice was believed to be entirely lawful and in accord 
with the national transportation policy. It is one which has promoted safe, 
adequate, economical, and efficient service, and we believe should be continued as 
one means of fostering sound economic conditions in transportation and among 
the several carriers—particularly the exempt carriers transporting our fresh 
fruits and vegetables northbound out of Florida and the common carriers utiliz- 
ing the same trucks in performing their authorized southbound transportation, 
without which the northbound fruit and vegetable trucks oftentimes would be 
compelled to return empty southbound to Florida, a wasteful and inefficient non- 
use of available transportation facilities. 

Indeed, it was not until quite recently that there has been an official condemna- 
tion of the trip-leasing practice to which I have referred. On January 9, 1948, a 
notice of proposed rule making was isued by the Interstate Commerce Commis- 
sion, and there was commenced the invesigation known as Ea parte No. MC-43, 
Lease and Interchange of Vehicles by Motor Carriers. I participated in that 
proceeding as attorney for the Growers and Shippers League of Florida and the 
Florida Citrus Commission. There were extensive hearings and the first report 
of the Commission, by its motor carrier division, division 5, rendered on June 26, 
1950, 51 M. C. C. 461, permitted the continuation of trip leasing, it being said: 

“We are not satisfied that a rule prohibiting such trip leasing should be pre- 
scribed at this time. We believe that correction of this situation should first be 
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left to authorized carriers which engage in such trip leasing. We shall requ 
ihat all equipment utilized under trip leases be inspected and that such autho: 
ized carriers insure that the drivers thereof comply with our safety regulations’ 

On further oral argument, however, before the full Commission, there was 
reversal of such results, the final decision being dated May 8, 1951, 52 M. «. ¢ 
675. Specifically, the rules approved thereby provided that: 

“The contract, lease, or other arrangement for the use of such equipment 

Shall specify the period for which it applies, which shall not be less than 
days when the equipment is to be operated for the authorized -carrier by 
owner or employees of the owner; provided, that for 6 months from the 4 
these rules become effective, equipment specified in section 203 (b) (6) of thy 
act, 49 U. S. C. 308 (b) (6), may be utilized by authorized carriers under con- 
tracts, leases, or other arrangements applying for less than 30 days,” etc. 

The reason for the 6 months’ delay or reprieve as to exempt vehicles hauling 
agricultural commodities was set forth by the Commission in the following lan 
guage: 

“For the present we shall not require that leases by authorized carriers of 
the equipment of carriers of exempt commodities, that is subject to our saf; 
regulations, When utilized solely in return movements, apply for the prescril 
minimum period, It seems appropriate to afford the parties some time in whic! 
to make the adjustments that a complete prohibition of trip leasing may rend 
necessary. In permitting this temporary exemption we have given conside 
tion also to the importance of such trip leasing at the present time to certain 
areas of the country.” 

The rules have not yet become effective; but the early date of their effectiv 
ness is indicated by the recent January 12, 1953, decision of the Suprenx 
Court in American Trucking Associations, Inc. v. United States of America, 97 
L. ed. 248 advance sheet, where it was held that the promulgation of such rules 
was within the power of the Interstate Commerce Commission under the act as 
it now exists. 


In Ber parte MC—438, the Commission said: “This proceeding has arisen because 
of a practice which antedates the Motor Carrier Act of 1935, now part II of the 
act, and undoubtedly is more prevalent in the motor-carrier industry than in any 


other field of transportation, i. e., the use of nonowned vehicles in their opera 


tions by those holding authority as carriers.” A purpose therefor, of 8. 925 and 
H. R. 3208 is to revise the act or to clarify the meaning of the Interstate Com 
merce Act, so as to continue to permit lawful practices which have existed con- 
tinuously during the extended period antedating the Motor Carrier Act of 1935 
and to this date. 

Of course, it is the function of the Interstate Commerce Commission to ad 
minister the provisions of the Interstate Commerce Act and to carry into effect the 
national transportation policy as enacted by Congress. In any instance, however 
when the Commission misinterprets the policy, or places a construction thereon 
Which is opposed to sound policy, then it is appropriate that redress be obtaine: 
from Congress by an amendment to the Act or a clarification of the policy of 
Congress with respect thereto. In a recent letter, March 27, 1953, from Commis 
sioner Mahaffie, as acting chairman of the Commission’s committee on legislation 
and rules, address to Hon. Charles W. Toby, chairman of the Senate Committee 
on Interstate and Foreign Commerce, he referred to the fact that the court in one 
of the appeals from the Commission's decision in Ex parte MO-43 “gave particu 
lar consideration to the assertions of some of the parties, including the Secretary 
of Agriculture, that the rules jeopardized the national economy in prohibiting 
the use of vehicles transporting exempt agricultural commodities in one direction 
for return trips as a part of the motor-vehicle fleet of common carriers.” He 
then said: 

“Although agreeing that the discontinuance of such practices might result 
in restricting the distribution of the products of agriculture, increasing the 
mileage operated without cargo by both regulated carriers and the transporters 
of agricultural commodities and farm supplies, the court said this was an argu 
ment which must be addressed to the Congress.” 

May I add at this point that Commissioner Mahaffie on behalf of the Com 
mission’s committee did net directly oppose the enactment of S. 925—his con- 
clusion was: “We do not recommend the enactment of 8. 925." That position, 
however, is in line with the initial position of the Commission in 1935 and 
prior thereto that all motor vehicles ought to be regulated and come under the 
Commission’s jurisdiction and authority. 
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(here is ample precedent for Congress to remove by legislation the adverse 
effects of decisions of the Commission, which are either contrary to the long- 
established practices under existing law or not in accord with sound principles 
of reguiation. May I give two instances. For more than 50 years prior to 
1918, the rail carriers delivering livestock at the stockyards in Chicago loaded 
and unloaded livestock and made no charge therefor against the shipper. How- 
ever, by its decision of February 11, 1919, in J. & S. 1118, Live Stock Loading 
and Unloading Charges (52 1. C. ©, 209), the Commission found that the load 
ing and unloading of livestock, in carloads, at the Chicago stockyards was a 
duty of the shipper, for which an unloading charge in addition to the transporta- 
tion rate could be charged. Thereupon, by the Transportation Act of 1920, 
Congress expressly provided that “transportation wholly by railroad of ordinary 
livestock in carload lots destined to or received at public stockyards shall include 
all necessary service of unloading and reloading en route, delivery at public 
stockyards of inbound shipments into suitable pens, and receipt and loading 
at such yards of outbound shipments, without extra charge therefore to the 
shipper, consignee, or owner.” (Sec. 15 (5) of title 49, U. S. Code.) On page 
1940 of volume 3 of Interstate Commerce Acts Annotated, there is a historical 
note which reads: 

“This paragraph was added by the Transportation Act, 1920, subsequent to 
Live Stock Loading and Unloading Charges (52 1. C. C. 209), finding not unlaw- 
ful the refusal of the carriers to extend their absorptions of the charge for loading 
and unloading livestock at public stockyards to cover increases which had been 
made in those charges.” 

It may be added, that on July 15, 1920, following that enactment by Congress, 
the Commission in its Report on Further Hearing in IT. & S. 1118 (58 1, C, C. 164), 
decided that its former finding was error and should be reyersed 

Another more recent instance affecting agricultural commodities can be cited. 
In the Motor Carrier Act of 1935, it was provided by section 203 (b) that “noth- 
ing in this chapter, except the provisions of section 204 of this title relative to 
qualifications and maximum hours of service of employees and safety of opera- 
tion or standards of equipment shall be construed to include * * * (6) motor 
vehicles used in carrying property consisting of * * * agricultural commodities 
(not including manufactured products thereof).” In 1947, however, a decision 
of the Commission in Docket No. MC-107669, 47 M. C. C. 597, held that “the 
washing, cleaning and packaging of fresh vegetables in cellophane hags or boxes 
for sale to consumers place such commodities in the ordinary channels of com- 
merce and remove them from the class of unmanufactured agricultural com 
modities falling within the practical exemption of section 203 (b) (6) of the 
Interstate Commerce Act.” We knew that oranges, celery and other fresh vege- 
tables were still agricultural commodities, even though in preparation for sale 
they were washed, cleaned and packaged. However, we felt that we were forced 
to participate in the lengthy investigation and proceeding before the Commission 
entitled Docket No. MC—-C—968, Determination of Exempted Agricultural Com- 
modities (52 M. ©, C.511). We were successful in obtaining from the Commis- 
sion a confirmatory decision that oranges were still oranges though washed and 
packaged, 52 M. C. C. 511. However, the Commission determined that field- 
grown gladiolus and other such commodities were not agricultural commodities 
within the meaning of the words of the statute. Therefore, last year, S. 2357 
was enacted into law, July 9, 1952, chapter 599, Public Law 472. I quote the 
following from page 3539 of volume 13 of United States Code, Congressional and 
Administrative News, 1952, with respect to the purpose and need of such legisla- 
tion as set forth in House Report No. 2175, June 16, 1952, to accompany S. 2357: 

“The purpose of this legislation is to clarify the meaning of paragraphs 4 (a) 
and (6) of section 203 (b) of the Interstate Commerce Act by specifically in- 
cluding horticultural commodities, such as nursery stock, flowers, and bulbs, 
within the definition of agricultural commodities. Under these sections, exemp- 
tions from certain requirements of part II of the Interstate Commerce Act are 
extended to ‘motor vehicles controlled and operated by any farmer when used 
in the transportation of his agricultural commodities and products thereof, or 
in the transportation of supplies to his farm’ and also to ‘motor vehicles used 
in carrying property consisting of ordinary livestock, fish (including shellfish, 
or agricultural commodities) (not including manufactured products thereof.)’ 

“The Interstate Commerce Commission has held in its report in Determina- 
tion of Exempt Agricultural Commodities (52 M. C. C. 511) that nursery stocks, 
flowers, and bulbs are not agricultural commodities within the meaning of the 


83212—53——238 





348 TRIP LEASING 


sections quoted above. Testimony presented to the Senate Committee on Inte 
state and Foreign Commerce has clearly demonstrated that horticultural commo- 
dities, such as nursery stock, flowers, and bulbs, are agricultural commodities: 
and therefore, that motor vehicles transporting horticultural commodities should 
be treated in the same manner, so far as the foregoing sections of the Interstate 
Commerce Act are concerned, as motor vehicles transporting other agricultura) 
commodities. 

“This legislation is needed in order to correct the present inequity applicable 
to the growers of horticultural commodities, such as nursery stock, flowers, and 
bulbs, since the Interstate Commerce Commission has excluded horticultura 
commodities (with some exceptions) from the detinition of agricultural commodi 
ties. It is the belief of the committee that there is no sound basis for distin 
guishing horticultural commodities from ‘agricultural commodities’ as used ip 
paragraphs 4 (a) and (6) of section 203 (b) of the Interstate Commerce Act 

“S. 2357 will remove this inequity upon the transportation of horticultural 
commodities.” 

Likewise, we urge here that S. 3203 is for the purpose of clarifying the mean 
ing of the existing law, to avoid the effect of the unfortunate decision of the 
Commission in ex parte No. MC—43 prohibiting trip-leasing, and it is needed 
to correct the present inequity resulting from the appplication of the proposed 
rules of the Commission under the present law. 

When a certificatee of public convenience and necessity is issued to a common 
carrier or a permit is issued to a contract carrier, the Commission is prohibited 
by existing law from including therein any terms, conditions, or limitations 
restricting the right of the carrier to add to his or its equipment and facilities 
as the development of the business and the demands of the public shall require 
(Secs. 208 and 209.) Until the decision in ex parte No. MC—48, it had been 
thought that the right Of such regulated carrier to add to its equipment by lease 
or other means of augmentation was inherent. No restriction thereon Can be 
inserted in the certificate or permit. Now, however, the Commission claims 
the right to restrict the authorized carrier from leasing equipment from an 
exempt carrier, if the lease be for less than 30 days. This is a discrimination 
against the hauler of exempt commodities—agricultural commodities. The re- 
striction and discrimination is intended to have the practical effect of eliminating 
or at least drastically curtailing the operations of those who engage primarily 
in hauling agricultural commodities. 

In my opinion, the provisions of H. R. 3203 and 8. 925 will authorize and permit 
the certificated common carrier and permitted contract carrier to augment its 
equipment by trip leases. The Commission will be prohibited from regulating 
the duration of any lease, contract, or other arrangement for the use of any 
motor vehicle by a common carrier by motor vehicle or by a contract carrier 
by motor vehicle as defined in section 203 (a) (14) and (15). It will clarify 
the law by expressly permitting the exempt carrier who has lawfully trans 
ported fresh oranges from Florida, for example, to lease the exempt vehicle to 
a regulated carrier for use in hauling other commodities southbound under the 
supervision, control, and authority of the carrier regulated by the Commission. 
This is the extent of what is proposed. 

It is neither intended nor suggested that there be any change in the status of 
the motor carrier or operator who carries only agricultural commodities in 
vehicles on the northbound movement. Today, under existing law and under 
the law as it would be amended by H. R. 3203, the provisions of section 204 
relative to qualifications and maximum hours of service of employees and safety 
of operation or standards of equipment apply equally to the vehicles, whether 
engaged solely in transporting exempt agricultural commodities or engaged on 
the return movement under a trip lease in hauling other commodities for a 
certificated common carrier. We are not here asking for any modification of 
the safety requirements, and no change whatsoever therein will result from H. R. 
3208. 

The tremendous annual movement in exempt motor vehicles of citrus fruit 
from Florida demonstrates conclusively the urgent necessity for this type of 
transportation. The perishable nature of fresh citrus fruits and fresh vegetables 
and the requirements for flexibility of service make it mandatory that we have 
the exempt vehicles for this transportation. It is elemental that the costs of 
operation are greater for 2 trips than 1—and if the northbound haul only is for 
compensation, and the southbound movement is without any load, then the 
amount of the compensation charged for the northbound haul necessarily must 
be greater, than if the operator received rental under a trip lease for the return 
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movement. We fear that the elimination of trip leases will destroy the existing 
motor truck system which has been developed for hauling our agricultural com- 
modities to the consumer. Motor vehicle transportation is a basic necessity to 
the Florida citrus industry. If the exempt vehicles be eliminated by the indi- 
rect method of prohibiting trip lease, we are faced with the practical problem, 
what will take its place? 

Some have attempted to answer that regulated motor carriers can serve such 
need. We know that such cannot be. In general, the regulated common carrier 
operates on fixed routes and schedules. Interchange of equipment cannot be 
compelled, nor will the carriers assent generally to interchange. Transfer of 
lading from the vehicle of one carrier to the vehicle of another is not practical 
in the case of perishable commodities. Furthermore, even if regulated carriers 
ould furnish service to blanket destination areas over irregular routes, there 
3 no provision in the law to grant grandfather rights to those now engaged 
in the exempt transportation. We have had considerable experience in attempt- 
ing to obtain during the past 4 years authorities for common motor carriers to 
haul our new product, frozen citrus juice concentrates. Based on that experi- 
ence, 1 am sure that it would require years for the Commission to process appli- 
cations to haul what are now exempt commodities. The personnel of the Com- 
mission at the present time is not adequate to give prompt consideration and 
decision to maters now pending. If applications should be filed with the Com- 
mission by all those who now are exempt, that is, the agricultural haulers, the 
overload would be so great as to virtually paralyze the processing of authorities. 

We need the continued availability of the thousands of motor vehicles who are 
engaged in transporting fresh citrus fruit and fresh vegetables from Florida. 
We urge that it is in the public interest to continue their operation, to permit 
the common carriers to trip lease the vehicles, and that 8S. 3206 be recommended 
by the committee for passage. 


ee 


SUPPLEMENTARY STATEMENT OF MAXWELL W. WELLS, ATTORNEY FOR GROWERS AND 
SHIPPERS LEAGUE OF FLORIDA, FLORIDA CITRUS COMMISSION, AND FLORIDA CITRUS 
MUTUAL 


This statement is submitted pursuant to permission granted during the hear- 
ing on April 24, 1953, to supplement the prepared statement of Maxwell W. Wells, 
attorney, representing Growers and Shippers League of Florida, Florida Citrus 
Mutual, and Florida Citrus Commission, in whose behalf a further statement 
by Gordon Stedman was also submitted. 

I represented the Florida Citrus Commission and Growers and Shippers League 
of Florida, in behalf of the Florida citrus industry, before the Interstate Com- 
merce Commission in F'g parte No. MC-43, Lease and Interchange of Vehicles by 
Motor Carriers. I attended every hearing held in Washington in that proceeding, 
filed brief dated May 17, 1949, and “Exceptions on Behalf of Florida Citrus 
Commission and Growers and Shippers League of Florida to the Report Proposed 
by Henry C. Lawton, Examiner” dated November 1, 1949, and participated in 
the oral argument before division 5 and in the oral argument before the full 
Commission in MC-43. 


1. Statement of Amos M. Mathews, Esq. 

In the prepared statement submitted to the committee on April 24 by Mr. 
Mathews, as attorney, on behalf of the Association of American Railroads, it is 
argued that the record in Ez parte MC-43 “make it plain that the 30 days’ lease 
rule will not interfere with” the transportation in 1 vehicle of exempt agricul- 
tural products in 1 direction and nonexempt commodities under lease in the re- 
verse direction. As one of the “illuminating examples” cited by Mr. Mathews, he 
said : 

“The brief filed before the Interstate Commerce Commission by the Florida 
Citrus Commission and the Growers and Shippers League of Florida dated No- 
vember 1, 1949, on exceptions to the report of the Examiner, contains a succinct 
statement describing the traffic in fruit and vegetables northward from Florida 
and the transportation of manufactured commodities southbound.” 

Mr. Mathews’ argument that this traffic can “be just as well carried on under a 
30 days’ lease as under the trip-lease plan” and that “it seems clear that traffic of 
that magnitude can be conducted by 30 days’ trip leases,” is completely fallacious 
and based upon misconception of the record before the Commission and the 
actual operation. Indeed, Mr. Mathews is the only one who entertains the views 
thus expressed by him, being opposed by the Examiner, the decision of division 5, 
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and the final report of the full Commission in Ex parte MC-43, as well as the 
precise language of the rule and the informed views of the motor carriers anq 
the Florida agricultural interests and Florida’s regulatory bodies (i. e., the 
Florida Citrus Commission and the Florida Railroad and Publie Utilities Com. 
mission). 

Mr. Mathews conceded that the transportation of Florida citrus fruits north 
and the movement of manufactured products south was “accomplished by trip 
leases”; but he became confused by the facts (to which he refers) that Mr. 
Smalley had recurring trip leases with the same people, and of the extreme ly 
large volume of Florida citrus fruit moving seasonally to northern markets in 
exempt motor vehicles under section 203 (b) (6) of the Interstate Commerce 
Act. 

The movement northbound is in exempt vehicles operated by the owner of the 
truck and not operated by a certificated common carrier. The movement south- 
bound is the operation of the authorized motor common carrier using the same 
vehicle under a trip lease. It is a fact—a simple fact—that if the vehicle be 
leased to the certificated common carrier for a minimum of 30 days, as will 
be required by the rule, the lease of that vehicle must “provide for the exclu- 
Sive possession, control and use of the equipment, and for the complete assump- 
tion of responsibility in respect thereto, by the authorized carrier.” During 
the term of the lease, the vehicle is not available to use by the owner-operator 
for his hauling of fruits and vegetables northbound out of Florida. 

Mr. Mathews quoted in his statement a short portion of my exceptions (p. 8 
of his statement). A more complete excerpt from pages 2, 3, and 4 of my excep- 
tions of November 1, 1949, is: 

“The examiner correctly states (sheet 28): The Growers and Shippers League 
of Florida, the Florida Citrus Commission, and the Florida Fruit and Vegetable 
Association oppose any regulations that would affect the practice of trip leasing 

igaged in by the authorized carriers to and from Florida. Their position is 
that lower charges for the transportation of the exempt commodities are pos- 
sible through leasing vehicles of the exempt commodity haulers, for return trips 
to Florida from the North. 

“The examiner also recognizes that: It would be economically unsound for 
these haulers to return their vehicles empty, and if required to do so they would 
have to increase their charges for the transportation of the exempt commodities 
to a prohibitive level. 

“And it was further said (sheet 28): It is also the position of these groups 
that any regulation of trip leasing would impede the efficient and economical 
distribution of fresh fruit and vegetables grown in Florida. 

“Apparently, however, the examner has ignored or overlooked—or, at least, has 
given no legal effect to—the facts that there is nothing inherently illegal in trip 
leasing, that the situation in Florida is peculiar to our State, that regulated 
motor common carriers in Florida must operate ouly on fixed schedules and fixed 
routes, that the motor common carriers are unable to handle the citrus and 
vegetable traffic, that they are unable to perform complete transportation from 
origin to destination, that they have few refrigerated units of equipment and 
do not hold themselves out to perform this class of transportation, that there 
is no available interchange system for expedited through transportation from 
Florida origin to interstate destinations by several lines of motor common car- 
riers, that it is wholly impossible to transfer the lading of these perishables 
from one unit to others en route, that the movement of Florida citrus fruits and 
vegetables is seasonal and in large volume during the season but does not extend 
year-round, that the general commodity traffic of the motor common and contract 

“arriers is likewise seasonal and that the peak of southbound general commodity 
toe iffic of the motor comomn carriers occurs at the same time as the peak of the 
northbound movement by exempt vehicles of fresh fruits and vegetables from 
Florida, and that the regulated trip leasing has been of benefit to the exempt 
carriers, the Florida citrus and vegetable producers, to the motor common car- 
riers and to the public. 

“It is recognized by the examiner (sheet 8) that during the war, ‘leasing 
among authorized carriers became more prevalent and widespread,’ and that 
such leasing was ‘designed to require the maximum utilization of motor vehicles 
and the conservation of fuel and tires.’ It is extremely difficult to understand 
why it should not be found that today trip leasing is economical and efficient 
and provides ‘maximum utilization of motor vehicles and the conservation of 
fuel and tires’ in peacetime, just as was the case in time of war. 
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“Our position is clear that the practice of trip leasing, as it is engaged in by 
the Florida exempt motor vehicles, consists of the utilization by authorized 
carriers on the southbound movement of the otherwise empty fruit trucks.” 


9 Division 5 recognized that abolishment of trip leasing would injuriously affect 
transportation of Florida citrus. 

On page 249 of 97 L. ed. (advance sheet), in the opinion of the Supreme Court, 
it was stated that the June 26, 1950, report of division 5 (51 M. C. C. 461) con- 
firmed the examiner’s finding but amended his proposals. Note 9 appended to 
the Supreme Court opinion reads: 

“Bae parte No. MC-—}3, Lease and Interchange of Vehicles by Motor Carriers, 51 
M. C. C. 461. 

“The change went to the heart of the problem. The examiner had suggested a 
requirement that the rental be of at least 30 days’ duration and that compensa- 
tion be on a basis other than a division of revenues. Division 5 rejected both 
provisions, recognizing that they would in effect abolish trip leasing.” 

In its report division 5 had said: 

“Another important issue is whether the hiring of vehicles, with or without 
drivers, must be under long-term leases. The latter issue has created the basic 
cleavage between the parties, as a requirement of this character would have 
the effect of eliminating trip leases. 

+ + * * + * * 

“The Florida group of carriers, including Central, which insist that continua- 
tion of trip-leasing to and from Florida is vitally necessary because of the pe- 
culiar trafliec conditions hereinafter described, * * *, 

“The Florida common carriers do not transport perishable fruits and vegetables 
northbound, principally because of a lack of adequate equipment and restricted 
operating authorities, either as to routes or territories, and almost 100 percent of 
the traffic moves in the trucks of dealers or carriers that specialize in transporting 
such commodities exclusively and have refrigerated or semi-refrigerated equip- 
ment. 

“The Florida agricultural industry is said to be dependent on this service. 
There is a heavy movement of general freight southbound to Florida in the 
winter season which coincides with the heavy northbound movement of perish- 
able commodities, which the common carriers in the North are unable to handle 
because of lack of proper equipment. The carriers of the exempt commodities 
to the North and the common carrier of general commodities to the South would 
have to return their equipment empty except for the practice whereby the common 
carriers lease the equipment of the exempt commodity haulers for the transporta- 
tion of general commodities southbound. Any restriction of this practice, the 
Florida interests contend, would result in increased charges, both on the north- 
bound movement of fruit and vegetables, and on the southbound movement of 
general commodities.” 

Division 5 therefore properly concluded: 

“We are not satisfied that a rule prohibiting such trip leasing should be pre- 
scribed at this time. We believe that correction of this situation should first 
be left to authorized carriers which engage in such trip leasing. We shall re- 
quire that all equipment utilized under trip leases be inspected and that such 
authorized carriers insure that the drivers thereof comply with our safety reg- 
ulations.” 


8. ICO final decision leaves no doubt that abolishment of trip-leasing injuriously 
affects Florida citrus. 


The Report of the Commission on Oral Argument (May 8, 1951, 52 M. C. C. 
675) refers at considerable length to “the trip leasing of owner-operators and 
carriers of exempt commodities.” It is said that “the single-haul arrangement 
is generally described as a trip lease,” and distinguishes between that term and 
the “long-term lease” or for more than 30 days. In referring to the long-term 
or 80-day minimum lease, it is specifically said: “A requirement of this character 
in effect would preclude the use of equipment under trip leases.” Specific ref- 
erence was made by the Commission to the testimony of a carrier which “utilizes 
under trip lease the equipment of dealers who engage in private carriage of fruits 
and vegetables from Florida to the North as well as the equipment of carriers 
who transport only these commodities, and whose operations are not subject to 
regulation, except in respect of safety.” 

It was further said in that report: 

“The record indicates that the interstate common carriers serving Florida 
generally do not transport perishable fruits and vegetables northbound, apparent- 
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ly because of the lack of adequate equipment and operating authorities that are 
restricted either as to routes or territory. Almost 100 percent of this traffic js 
transported in vehicles of dealers or carriers that specialize in transporting such 
commodities exclusively and have refrigerated or semirefrigerated equipment 
The Florida agricultural industry is said to be dependent on the service, and we 
are urged by the Florida Railroad and Public Utilities Commission, and the 
Florida Citrus Commission, as well as other bodies representing Florida growers 
and shippers of perishable products, to adopt no regulations that would preclude 
the use of the equipment of the exempt carriers for the southbound transportation 
of general commodities under lease. The importance of motor transportation of 
the perishable exempt commodities from Florida is indicated. * * 

It was therefore concluded that a reprieve of 6 months would be granted in 
the case of the exempt vehicle, it being said: 

“For the present we shall not require that leases by authorized carriers of the 
equipment of carriers of exempt commodities, that is subject to our safety regu- 
lations, when utilized solely in return movements, apply for the prescribed mini- 
mum period. It seems appropriate to afford the parties some time in which to 
make the adjustments that a complete prohibition of trip leasing may render 
necessary. In permitting this temporary exemption we have given consideration 
also to the importance of such trip leasing at the present time to certain areas of 
the country. We conclude, however, that from the standpoint of our regulation, 
it stands upon no better footing than the trip leasing of owner-operator equip- 
ment, and must be terminated within a reasonable period. We conclude that 6 
months will be a reasonable period.” 

It is also quite pertinent to note the following statement in the “concurring in 
part” opinion of Commissioner Lee: 

“For practical reasons a large part of the available owner-operator, private 
carrier, and section 203 (b) (6) exempt equipment can be utilized by authorized 
carriers only under trip leases.” 


4. Farmer-owned vehicles are not all the vehicles engaged in transporting fresh 
citrus fruits and agricultural commodities 


The argument was made by a few of the opponents in the course of the hearing 

before the committee that was based on an erroneous assumption that the onl) 
vehicle engaged in hauling agricultural commodities was the truck owned by the 
farmer. Of course, if the farmer hauls the agricultural commodity, such as 
citrus fruit, produced by him, he is a private carrier. In addition thereto, there 
is a group of lawful carriers who engage exclusively in the transportation of 
agicultural commodities—they may or may not be farmers, but they hau! for 
hire for others pursuant to the agricultural exemption of section 203 (b) (6) of 
the Interstate Commerce Act. This fact that many, and in fact most, of the 
vehicles hauling citrus fruit out of Florida are carriers is recognized at two 
points, at least, in the Commission's decision in Ex Parte MC-43, viz: 
“under trip lease the equipment of dealers who engage in private carriage of 
fruits and vegetables from Florida to the North as well as the equipment of 
sarriers who transport only those commodities, and whose operations are not 
subject to regulation, except in respect of safety.” 

“Almost 100 percent of this traffic (perishable fruits and vegetables north 
bound from Florida) is transported in vehicles of dealers or carriers that spe- 
cialize in transporting such commodities exclusively and have refrigerated or 
semirefrigerated equipment.” 

In the earlier case of United States v. American Trucking Association (310 
U. S. 534), it was emphasized that the agricultural haulers included 3 classes of 
carriers, viz: common, contract, and private carriers. 

The vehicles while engaged exclusively in transporting agricultural commodi- 
ties are exempt me regulation. “Congress has exempted them from general 
regulatory control” (332 U. 8. 486). At page 551 of 310 U. S., it is said: 

“It is evident that the exempted vehicies and operators include common, con- 
tract, and private carriers. It seems equally evident that where these vehicles or 
operators were common or contract carriers, it was not intended by Congress to 
give the Commission power to regulate the qualifications and hours of service of 
employees, other than those concerned with the safety of operations.” 


5. Agricultural vehicles are not less safety-observing than others 


At the committee hearing there were various assertions, based solely on 
speculation, to the general effect that safety is promoted by regulation as a 
common or contract carrier. It is elemental however that the distinction be 
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tween regulation and safety must be clearly observed. The question of the au- 
thority of the Commission over operating authority or certificate does not arise as 
to vehicles exempt under section 203 (b) (6); but at the same time that section 
clearly and precisely provides: “except the provisions of section 204 relative to 
qualifications and maximum hours of service of employees and safety of operation 
or standards of equipment.” 

An imporant decision of the Commission was rendered on April 14, 1952, in 
Be parte No. M. C. 40, Qualifications and Marimum Hours of Service of Employees 
of Motor Carriers and Safety of Operation and Equipment, 54 M. C. C. 337. The 
note on the first page of that report states: 

“This report also embraces Ex parte No. MC-2, Maximum Hours of Service of 
Votor Carrier Employees; Ex parte No. MC-8, Establishing Reasonable Require- 
ments to Promote Safety of Operation of Motor Vehicles Used in Transporting 
Property by Private Carriers; and Er parte No. MC-4. Qualifications of Employees 
and Safety of Operation and Equipment of Common Carriers and Contract 
Carriers by Motor Vehicle.” 

The report revised ‘Rules and regulations governing qualifications and maxi- 
mum hours of service of employees of motor carriers and safety of operation 
and equipment of common carriers, contract carriers, and private carriers by 
motor vehicle.” The prescribed rules apply when a vehicle is owned by a certifi- 
cated common carrier, a farmer, an agricultural hauler, or whether the vehicle 
is operated by a certificated common carrier under lease from the owner (the 
latter being an agricultural hauler, a private carrier, or an owner-operator). 
The question of safety is entirely unrelated to and does not depend on ownership 
of a vehicle on the one hand or operation under a lease for a trip or for a period 
of time on the other. 

Note 7 on page 248 of 97 L. ed. (advance sheet) of the court’s opinion states: 

“The conclusion that highway safety may be impaired rests admittedly on 
informed speculation rather than statistical certainty. A road check examina- 
tion conducted by the Bureau did not indicate any significant difference in the 
number of safety violations between leased and owned vehicles.” 

In the first report of division 5, 51 M. C. C. 461, it was noted that the evidence 
did not show any marked safety difference between owned vehicles and leased 
vehicles: 

“United’s ratio of accidents per 100,000 miles was 2.69 with owned equipment 
and 0.299 with leased equipment in 1947. From July 1947, through September 
1948, Mayflower’s ratio, on the same basis, was 3.08 on owned equipment and 2.13 
on leased equipment. During the same period its company-owned equipment was 
involved in 6 fatal accidents and 60 personal injury accidents. Its leased equip- 
ment had no fatal accidents and was involved in only 15 personal injury 
accidents.” 

In the final report of the Commission, 52 M. C. C. 675, further statistics favor- 
able to the lease vehicle was noted: 

“Four large motor common carriers of general commodities compared the 
over-the-road highway accidents of their company drivers and their hired owner- 
operators that were chargeable to the drivers. The ratio of such accidents per 
10,000 miles, leased compared with owned equipment, ranged from 0.39 and 0.46 
percent for one carrier to 1.5 and 3.8 percent for another. The ratios of one 
earrier for nine months in 1948 were 0.62 percent for the leased equipment and 
0.60 percent for the company-owned equipment.” 

“It appears, for instance, that a substantial leasing is built on agricultural 
haulers who would otherwise return empty to their place of departure, having 
unloaded the farm produce carried; the authorized carriers have found them 
prepared to accept a one-trip arrangement for the return route. The 30-day lease 
provision will make such arrangements impossible’ (quoted from majority 
opinion of Mr. Justice Reed, 97 L. ed. advance sheet, page 254). 

Tt is a well-known fact that some of the accident statisties of National Safety 
Conneil compare the number of deaths and number of bodily injuries in various 
periods. A more realistic comparison also used by the National Safety Council 
is the accident rate or number of deaths or injuries per 100,000 vehicle miles. 
It is inescapable that more vehicle miles provide a greater opportunity for more 
accidents, more injuries and more deaths. The abolishment of trip leases which 
will also increase the empty miles driven by the agricultural hauler and will 
also increase the empty miles of the certificated common carrier by motor 
vehicle, will necessarily create more opportunity or a greater number of vehicle 
miles and for more accidents, more injuries and more highway deaths. The pro- 
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motion of safety will be better served by efficient utilization of motor equipment 
the reduction of empty return hauls, the lessening of the total number of miles 
necessary for the transportation of agricultural commodities to market and the 
loaded return movement of the common motor carrier—all of which necessarily 
will result if the trip-lease be retained. ; 

H. R. 3203 does not modify the existing law as to safety requirements, Its 
enactment will not eliminate any effective accident prevention measure, and jt 
will, we submit, tend to promote safety by permitting the continuation of trip 
leasing, the reduction of empty highway miles by the more efficient utilization of 
equipment on the return movement. 


The Cuarrman. Mr. Norcross? 

Mr. Drent. My name is Milton Diehl. I am speaking in lieu of 
Mr. Norcross. With your permission I will do so. 

The Cuarrman. I have 1 or 2 more. Is Mr. Seals present? 

Mr. SreapMan. He had to leave to catch a plane. He asked that 
I request that his statement be made a part of the record. That state- 
ment also shows that it is endorsed and concurred in by the Western 
Growers Association of Los Angeles and the Idaho Shippers Associa- 
tion of Idaho Falls, Idaho. 


The Cuarrman. The statement is in favor of the legislation? 
Mr. SreapMan, Yes, sir. 


The Cuairman. That statement of Mr. Seals will be made a part of 
the record. I regret it was necessary for him to leave before he had 
the opportunity of presenting it. However, it will be placed in the 
record in full. 

(Mr. Seals’ prepared statement follows:) 


STATEMENT OF DuRWARD SEALS, TRAFFIC MANAGER, UNITED Fresu FRvUIT AND 
VEGETABLE ASSOCIATION, WASHINGTON, D. C. 


(Appearing also for Western Growers Association, Los Angeles, Calif.; repre- 
resenting 90 percent of the vegetable and melon shippers of Arizona and Calli- 
fornia; and Idaho Shippers Association, Idaho Falls, Idaho; representing 
growers and shippers of fresh fruits and vegetables whose members ship about 
75,000 cars annually) 


Mr. Chairman and members of the committee, my name is Durward Seals, and 
I am traffic manager of the United Fresh Fruit and Vegetable Association. This 
is a national trade association, with headquarters in Washington, D. C., having 
some 3,000 members, residing in all of the States, who are engaged in growing, 
packing, shipping, and distributing fresh fruits and vegetables. Because of the 
nutritive value of fresh fruits and vegetables, their necessity in a balanced diet, 
and their importance as protective foods, they play an important part in the 
food supply of this Nation. The growing population has caused more produc- 
tion and has thus necessitated more transportation service. The importance of 
this service to the national economy is perhaps best evidenced by the fact that 
fresh fruits and vegetables represent more than one-fourth of the total average 
per capita consumption of food in the United States. 

The agricultural haulers (motor vehicles used in carrying agricultural com- 
modities are expressly exempted from the general regulation of the act by section 
203 (b) (6), part II, of the Interstate Commerce Act) have performed a valuable 
and necessary transportation service for this industry. They have provided a 
flexible and invaluable mode of transportation which has not been, and could 
not now be, performed by the railroads or by the certificated motor carriers. 
Without this type of transportation many producers would have found it neces- 
sary to curtail production or to leave their crops in the fields because of their 
inability to obtain a sufficient number of suitable rail refrigerator cars or suffi- 
cient suitable motor-carrier equipment for the transportation of these highly 
perishable fresh fruits and vegetables. 

It is estimated that there are between 1,300,000 and 1,500,000 carloads and 
carload equivalents of fresh fruits and vegetables now being transported annually 
by rail and by motor truck from producing areas to markets. Of this quantity, 
from 500,000 to 700,000 carlot equivalents move by motor truck. The exact 
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figures as to the total movement of fresh fruits and vegetables by motor carrier, 
including certificated and private motor carriers, are not available, but it is a 
matter of common knowledge that a very large proportion of the tonnage of 
fresh fruits and vegetables is moved by the agricultural hauler. 

The agricultural haulers cannot prosper or even survive on the returns from a 
one-way loaded haul. It is seldom, if ever, that exempt commodities are avail- 
able for transportation in both directions. The agricutural haulers, therefore, 
must be afforded full opportunity to lease their equipment to certificated haulers 
of general commodities for return loaded movements to the general area from 
which the equipment first moved with exempt commodities. But the certificated 
carriers cannot possibly make use of these units of equipment for as long as the 
30-day minimum period required by the Commission in its order of May 8, 1951, 
in Ex parte No. MC—48, 52 M. C. C. 675; unless they are left at liberty to lease 
such equipment for no more than the space of time required for a return loaded 
movement under their own operating rights from the area of the destination of 
the original movement of exempt commodities to the area of the origin of that 
movement. Under the order of the Commission they will be forced to forego 
use of such equipment, with the inevitable result that agricultural haulers will be 
driven out of business. This conclusion is supported by the statement of Mr. 
Justice Black in his dissenting opinion in the United States Supreme Court’s 
decision of January 12, 1953, in American Trucking Associations, Inc. v. United 
States (73 S. Ct. 307), in which he said: 

“The Commission’s rules make it impossible for these exempt carriers of 
agricultural products to get the advantage of a lease for a return haul. The 
result is destruction for a large part of that business.” 

When Congress enacted the Motor Carrier Act of 1935, one of its major pur- 
poses Was to enable motor carriers for hire, including those carriers—the agri- 
cultural haulers—which it exempted from general regulation, to continue to 
operate as they had in the past. Manifestly, that purpose will be defeated if the 
agricultural haulers are driven out of business and the general commodity 
haulers and the public thus deprived of their service. Thus the equipment of 
the agricultural haulers will be lost to the fresh fruit and vegetable industry, 
which will suffer immeasurably; growers will find it even more difficult to sur- 
vive; and the cost of these perishable foods to consumers will be increased. 
The certificated carriers, deprived of the opportunity to obtain additional equip- 
ment for the movement of peak traffic, and the shipper dependent upon him for 
service, will suffer likewise by the uneconomical results of the loss of this pool 
of equipment. 

The railroads, in our opinion, could not meet all the shipping needs of the 
fresh fruit and vegetable industry. There has been a steady decline in the 
ownership of all refrigerator cars, including the RS type, the end-bunker type 
of car most commonly used for the transportation of fresh fruits and vegetables. 
As of January 1, 1939, there were 123,958 RS-type refrigerator cars in service; 
as of January 1, 1953, there were approximately 104,885 such cars, a decrease of 
19,073 cars. Of this figure, approximately 5 to 6 percent are out of service for 
light or heavy repairs. We estimate that there are approximately 95,000 RS- 
type refrigerator cars in service today and of that figure only 65,000 to 70,0090 
are suitable for the adequate transportation of fresh fruits and vegetables. 

I am indicating below the total number of refrigerator cars and the number 
of RS-type refrigerator cars owned by the railroads and private carlines for the 
years 1939 through 1953 inclusive: 


j toe | 

Total number Teta? Total numbe 
I Pats or Total number! *°"! : ber 
of RS-type toneten [ {f RS-type 
reefers as of =.) eee of 


Jan. 1 i Jan. 1 


5, 799 123, 958 77 
144, 838 119, 838 4 38, 5 113, 77% 
142, 169 117, 699 a 135, 07 110, 636 
143, 078 117, 464 3 5 108, 311 
141, 867 117, 024 1, 105, 715 
143, 905 117, 639 52 ave 105.019 
141, 494 115, 858 ; 5! 104, 885 
140, 179 115, 175 


The above figures indicate that the retirement of RS-type refrigerator cars 
has steadily exceeded the number of new cars placed in service. During 1952 
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only 4,489 new refrigerator cars of all types were placed in service, and it is 
tremely doubtful if that figure will be exceeded in 1953. We have not received 
any estimate as to the number of RS-type refrigerator cars which will be ro. 
tired in 1953, but, based upon past experience, we believe that the figure 
exceed the number of new cars placed in service. There is no tangible evide, 
that there will be a change in the trend of the past few years. As of Ma 
1953, there were on order and undelivered 2,985 refrigerator cars of all types 

What I have already said demonstrates that the certificated motor carriers 
and railroads, if for no other reason than insufficiency of refrigerated equip 
ment, could not possibly transport all the fresh fruits and vegetables which must 
move if the grower is to survive and if the ultimate consumer is to obtain fresh 
fruits and vegetables at reasonable prices. But there is still another and eqna}l; 
compelling reason why the certificated motor carriers would not be able to meet 
the need even if they had the equipment. By this I mean the rigidity of the 
certificates held by them. Fresh fruits and vegetables are highly perishable, 
they cannot be stored and carried over from one season to another. and many 
of them (as, for example, berries and leafy green and yellow vegetables) ean 
not be stored at all but must be harvested and sent to market immediately. By 
pedited transport has always been considered a “must” in our industry. Hence 
it is extremely important that the growers, packers, and shippers have avail- 
able to them at the many thousands of widely scattered points of production 
a large number of motor carriers who can transport the traffic to any destina- 
tion whatsoever which may eventually be chosen by the shipper. The certificated 
motor carriers of fresh fruits and vegetables ordinarily have restricted points 
or territories of origin, restricted routes, and restricted destinations or destina 
tion aeas, and some are restricted to the carriage of certain specified farm 
products. There are many occasions when the shipper cannot know, when the 
shipment is put in transit, at just what market a given truckload of perishabie 
fruits or vegetables may finally come to rest. 

One simple example will suffice to establish the embarrassment and financial 
loss which the producer or shipper may suffer if he does not have always at 
hand a carrier which can make deliveries anywhere at all. A shipper at Har 
lingen, Tex., who has not arranged a sale but must start his perishables moving 
will forward a truckload to Tulsa, Okla. (by an agricultural hauler or by a cer- 
tificated carrier holding authority to serve both Harlingen and Tulsa), with the 
intention of diverting it in transit or reconsigning it to some other point 
if he cannot sell it advantageously in Tulsa. When the shipment reaches Tulsa 
he may have decided to try the market in Denver, Colo. If his shipment is 
moving by an agricultural hauler, all well and good. He can divert or reconsign 
it to Denver. But if the carrier operates under a certificate from the Interstate 
Commerce Commission he may not have authority to serve Denver. And seldom 
will this carrier maintain through routes with other carriers or arrangements 
for interchanging his trailer with a connecting carrier so that the loaded trailer 
may go forward to Denver without breaking bulk. The foregoing illustration 
could be many times multiplied. Frequently shipments are diverted a number 
of items in transit; with each diversion the necessity for having available the 
flexible service of a carrier which is not held to a limited destination territory 
becomes greater. Only the agricultural hauler can render this elastic service 
from and to the thousands of points from and to which fresh fruits and vege- 
tables are distributed. A rigid transportation machine cannot possibly meet 
the need. We already have enough trouble without placing the industry in a 
transportation straitjacket. The fresh fruit and vegetable industry must have 
the services of these agricultural haulers. It would be quite impossible for me 
to overstate their importance to our industry. 

Our association favors the enactment of H. R. 3203. 

This bill will prohibit the Interstate Commerce Commission from promulgating 
any rule or regulation limiting the duration of a lease, contract, or other arrange- 
ment for the use of any motor vehicle by a motor carrier in providing transporta 
tion. This would, in my opinion, effectively prevent the Commission from pro- 
hibiting trip leasing, a practice used extensively in the motor-carrier industry 
and one which is most necessary for the preservation of the agricultural exempt 
hauler. 

The opposition to the practice of trip leasing appears to hinge on the adminis- 
trative difficulties being experienced by the Commission in enforcing its safety 
regulations. While recognizing the economic value of trip leasing to both agri- 
culture and the motor-carrier industry, the Commission would outlaw the prac- 
tice in an effort to strengthen compliance with its rules. It is a matter of record 
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at the Commission has too few service agents even to enforce partial com- 
jiance with its present regulations. The fault lies, not with the present law, 
hut with its administration. To our minds, administrative difficulties constitute 
| ae reason for driving literally thousands of agricultural haulers out of 
ysiness, With the other unfortunate results which we have already touched 


upo - 
here appears to be some question as to the meaning of the clause in the bill 


eqgding as follows: “or the amount of compensation to be paid for such use.” 

The purpose of this clause is to prevent the Commission from indirectly pro- 
hibiting trip leasing by regulating the amount of compensation to be paid by 
elessee. This wording would not, in my opinion, prevent the Commission from 
culating the method of arriving at the amount of compensation. 

fhe Interstate Commerce Commission, certain trucking interests, and others 
ive expressed their opposition to the present practice of basing such compensa- 

for rental of equipment on a percentage of the revenue earned. There is 

nothing in this bill, in my opinion, which would prevent the Commission from 
prescribing rules to prohibit the use of this method, if it could be shown to be 
nimical to the public interest. 

We respectfully request that the committee approve H. A. 3203. 

The CHarrMAN. Now, before we hear from you, Mr. Diehl, I under- 
stand your request was to close the debate. 

Mr. Dieu. Yes, sir. 

The CuHarrman. That leaves us now with the one witness in oppo- 
tion who is present, as I understand it. May I inquire from the 
audience if there is anyone else here that has a statement either to 
make or to file for or against ¢ 

Dr. Sorrell, would you like in just a few words to indicate to the 
committee what your statement covers, which will be filed in full, you 
understand. 


STATEMENT OF LEWIS C. SORRELL, SCHOOL OF BUSINESS, 
UNIVERSITY OF CHICAGO, CHICAGO, ILL. 


Mr. Sorretyi. Lewis C. Sorrell, professor of transportation, School 
of Business, University of Chicago. 

This statement in the main, Mr. Chairman, indicates the group I am 
representing here, which is the Railway Business Association, which is 
not identified in any way with the Railway Association or the Asso- 
ciation of American Railroads that have appeared here. 

The interest which they have in the legislation here flows out of 
a general interest in the Motor Carrier Act going back to 1935. While 
lam not employed by the Railway Business Association or identified 
with them in any respect except for this particular occasion, they have 
asked me to indicate their views, their interest and the reason for their 
views with respect to this particular legislation. They are opposed 
to it for much the same reason that they favored the Motor Carrier 
Act of 1935. Apart from that general interest, there is one point, Mr. 
Chairman, that I am suggesting to you for consideration, namely, 
what the impact of this bill, if passed, would have upon the capacity 
of the Interstate Commerce Commission to deal with leases of carrier 
equipment outside of the exempt commodity field. Much of the discus- 
sion taking place here in the last few days by proponents has been 
with reference to exempting agricultural commodities and the return 
commodities that such trucks might carry. 

There are obviously other situations extant in the motor-carrier 
field involving leases to which this provision of the bill would be 
equally applicable. That is, for example, the area wherein shippers— 
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I am not speaking now of agricultural commodities but those oy; 
side of the field—may conceivably acquire trucks, lease them to cay- 
riers, and the Commission, as it seems to me under this provision 
would not have the authority to regulate the duration of any such 
lease or arrangement or the compensation that would be involved. 

I am suggesting here in my submission, sir, that this situation would 
be somewhat similar in the motor-carrier field to that which prevailed 
many years ago with respect to the private carrier lines and the rail. 
roads where the Commission did take jurisdiction over those arrange 
ments, whether technically a lease or not, and did regulate thie 
compensation. 

I do not know, Mr. Chairman, just exactly how much of that type 
of leasing may be extant today. At least I have not been able to 
glean from the records before the Commission in MC—43 the degree 
to which that may obtain today. Such general information as I have 
obtained is that it is as yet very limited in extent. But it is some 
thing that could conceivably develop and I am simply suggesting to 
the committee, Mr. Chairman, that this aspect of the case should be 
examined before a ban of this sweeping extent should be adopted. 
That is the substance of my statement that I submit to you. I should 
like also the privilege, since I reduced my memorandum to a minimum 
of 6 pages, of supplementing to not more than 5 this point of view 

The Cuatrrman. You have the permission of the committee to do so, 

Mr. Sorrett. Thank you. 

The Cuatrman. We regret exceedingly that a man of your ability 
who has attended these hearings as faithfully as you have from the 
time they started should be limited in the time to make the statement 
that you wished to make. We do appreciate, however, the assistance 
you have given us in conserving the time by giving us this analysis 
of the more full statement that you are filing for the benefit of the 
committee. 

Mr. Sorrety. Mr. Chairman, I express to you my deep appreciation 
of the courtesy you have shown me, and I shall not trespass further 
upon it. 

Mr. O’Hara. Mr. Chairman, we do not always get to read the state- 
ments in full that witnesses file, but I assure you, Doctor, that I shall 
read yours. 

Mr. Sorreti. Thank you. 

(Mr. Sorrell’s prepared statement follows :) 


STATEMENT OF Dr. Lewis C. Sorrett, ON BENALF OF THE RAILWAY BvusINeESs 
ASSOCIATION 


My name is Dr. Lewis C. Sorrell. Iam now, and have been since October 1918, 
a member of the faculty of the school of business of the University of Chicago. 
My present title is professor of transportation and business organization. As a 
transportation specialist my activities both scholastically and professionally 
have covered these fields commonly described by the terms traffic management, 
economics of transportation, and Government policies toward and regulation 
of transport enterprises. My address is: Faculty Exchange, University of Chi- 
cago, Chicago 15, Ill. 

I appear before this committee on behalf of the Railway Business Association 
in opposition to H. R. 3203. 

The Railway Business Association, whose office is located at 38 South Dear- 
born Street, Chicago, Ill., is an association of manufacturing and trading com- 
panies in the United States, which has been in existence since 1908. The com- 
mon bond of association of these companies is that they all sell some portion 
of their products to companies engaged in transportation such as railroads, 
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puslines, trucklines, street railways, and airlines. The roster of membership 
includes steel producers and fabricators, producers of electrical supplies, manu- 
facturers Of signal equipment, manufacturers of cars, locomotives, and accesso- 
ries, track and accessories, distributors of fuel and oil, producers of tools and 
machinery, and producers of chemicals. The list does not, however, include 
firms Whose business is solely or mainly that of carrying goods and persons; it 
includes only nontransportation companies. 

Aside from the fact that the members of this association sell to transport 
companies, directly and indirectly, they have a common interest in the prosperity 
of the transportation enterprises, who are their customers ; and in the mainte- 
nance of economic conditions throughout the country, and within each branch 
of the entire transport industry, that will secure a sound transport system, 
adequate “to meet the needs of the commerce of the United States, of the postal 
service, and of the national defense.” Actuated by this motive as well as by 
self-interest, the Railway Business Association has at all times since its incep- 
tion interested itself to the transportation problems of this country, and in the 
policies adopted by the several governments in coping with them; and at certain 
times has greatly enhanced its activity along such lines. Thus, at the close of 
the First World War, the association became quite active in formulating and 
in securing the adoption of national policies, designed to restore the railroads 
to private operation in the aftermath of war disorganization and inflation, 
which found legislative embodiment in the Transportation Act of 1920. 

Again, in 1932 the association entered upon another period of intensified ac- 
tivity in the national transportation problems growing out of the great depres- 
sion of that decade. That effort took the form of conducting a painstaking re- 
search into the transportation difficulties then evident, and the causes thereof, 
and of marshaling and examining all of the many proposals advanced to remedy 
the situation. Furthermore, it sponsored for a period of 2 years, 1933-35, a rep- 
resentative organization of some 24 associations, all of whom had direct and 
somewhat conflicting interests in transportation, in an effort to reconcile as far 
as possible those views and secure a common program to be presented to the 
Congress. These activities paralleled those of the Honorable Joseph B. East- 
man, then Coordinator of Transportation. The result of these activities and 
similar efforts by other industrial, farmer, and labor groups, was the submis- 
sion of bills calling for regulation of highway carriers for hire, waterway car- 
riers, and freight forwarders, which were adopted by Congress, and became 
present parts II, III, and IV of the Interstate Commerce Act. 

Thus this association has a record of sustained and active interest in Govern- 
ment policies and programs pertaining to transportation generally. The associa- 
tion believed then in 1935 that one necessary step toward the rehabilitation of the 
entire transport system was the regulation of motor common and contract carriers 
on the highways, common and contract waterway carriers, and freight forwarders, 
at least to the degree necessary to eliminate unfair competition resulting from the 
strict regulation of railroads and other carriers already under the control of the 
Interstate Commerce Commission, and the absence of regulation as regards inter- 
state operations of highway carriers for hire, and as regards forwarders and some 
portions of water carriers; to eliminate the recurrence of the economic abuses of 
rebating, exaction of unreasonable rates, and undue discrimination in rates and 
services, the removal of which had been the principal objectives in the passage of 
the Interstate Commerce Act in 1887, and which were reappearing again in the 
segments of transportation not under regulation; to secure a more stable 
economic condition throughout the transport industry, by restricting the entry 
into this industry to carriers able to demonstrate that public convenience and 
necessity required services, to be rendered by those fit, able, and willing to 
assume public responsibilities, as Congress had previously prescribed in the case 
of railroads, and by most of the States as regards the intrastate activities of 
highway motor carriers ; and in the interest of safety on the highways to prescribe 
the qualifications and maximum hours of service of employees, and safety of 

operation and equipment. 

And in passing the Motor Carrier Act of 1935, the Congress did so because the 
public interest in transportation required the regulation of interstate highway 
carrying in order to control the economic abuses which extensive study showed 
to have reappeared, and not merely to subject each mode of transport to identical 
controls. Identical regulation was neither sought nor provided. If certain 
specific provisions resembled those previously applied to railroads and other 
regulated segments of transportation, it was because similar economic abuses 
suggested similar remedial measures in the particulars mentioned. In any case 
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the public interest, broadly conceived, called for the public policy Congress 
embodied in providing for the regulation of motor carriers for hire, and subsa 
quently defined in the declaration of national transportation policy adopteq 
September 18, 1940. That policy reads as follows: 

“It is hereby declared to be the national transportation policy of the Congress 
to provide for fair and impartial regulation of all modes of transportation sub jec 
to the provisions of this act, so administered as to recognize and preserve the 
inherent advantages of each ; to promote safe, adequate, economical, and efficient 
service and foster sound economic conditions in transportation and among the 
several carriers; to encourage the establishment and maintenance of reasonab| 
charges for transportation services, without unjust discriminations, undue pref 
erences or advantages, or unfair or destructive competitive practices; to ¢o- 
operate with the several States and the duly authorized officials thereof: and to 
encourage fair wages and equitable working conditions ; all to the end of develop 
ing, coordinating, and preserving a national transportation system by water 
highway, and rail, as well as other means, adequate to meet the needs of th¢ 
commerce of the United States, of the Postal Service, and of the national de 
fense. All of the provisions of this act shall be administered and enforced with 
a view to carrying out the above declaration of policy.” (Emphasis supplied.) 

The Railway Business Association believed then in 1935, and still believes, 
that the regulation of highway, waterway carriers, and freight forwarders as 
provided by Congress is necessary to and in the public interest as defined in the 
declaration of national policy ; and accordingly supports all appropriate measures 
necessary to make that policy effective. 

Turn now to the reasoning by which this association support of the regula- 
tory policy is translated into opposition to the bill here under consideration, 
namely, H. R. 3203. 

Doubtless this association would concur in the greater part of the views ex 
pressed by other shipper and carrier representatives who have expressed oppo- 
sition to this bill. But mindful of the limited time available to the committee 
for consideration of this measure, and the desirability of avoiding repetitious 
statements, I shall not dwell upon the historical growth of leasing practices in 
the field of motortruck transportation, nor review the lengthy investigations of 
the subject by the Interstate Commerce Commission, and the findings and recom- 
mendations of its Bureau of Motor Carriers, nor follow the course of litigation 
before the Federal courts, which culminated in the decision of the Supreme Court 
of the United States, January 12, 1953, upholding the power of the Interstate 
Commerce Commission to regulate the practices, terms, and conditions pertaining 
to leases of motor carrier equipment between authorized motor carriers, between 
certificated carriers and unauthorized owner-operators, between shippers or 
private carriers and certificated carriers. 

But attention should be directed to the fact that during the course of its inves 
tigation of truck-leasing practices in the various branches of the motortruck 
carrying industry, the Commission did discover economic abuses similar in kind, 
if not yet in degree, to those that led to the passage of the Motor Carrier Act in 
1935. The record indicated increasing recourse to leases of equipment by duly 
certificated carriers from shippers, private carriers, and noncertificated owner 
operators, which virtually amounted to leasing the operating rights which the 
Commission had granted to the certificated carriers, either under proof of grand 
father operations, or by proving that public convenience and necessity required 
such services, and proof that such operators were fit, able, and willing to perform 
the public services thus required, thus defeating the intent of the law that contro! 
over entry and abandonment of service should remain in the regulatory author 
ity ; that as a consequence more and more traffic was being carried by this owner 
operator class of carriers, of whom the Commission had no knowledge whatever, 
whose operations frequently were not policed by the certificated carriers who, in 
effect, leased them their operating rights, and whose compliance with Commission 
regulations of driver qualifications and hours of service could not be determined 
by the Commission. The record further indicated certificated carriers by exten- 
sive recourse to short-term leases of equipment lessened their own capacity to 
perform their public-service obligations, especially as regards the hauling of less 
than-truckload shipments, which the owner-operators do not wish to service and 
cannot be required to haul, and the certificated carriers have fewer trucks of 
their own to perform this distributive service so important to tens of thousands 
of shippers and distributors of merchandise of all kinds. Assuredly, this large 
class of shippers vitally interested in small shipments, which in aggregate exceed 
the number of shipments by carload and truckload. is an important part of the 
public, whose interests should also receive consideration. 
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Yestimony presented by numerous individual operators, and by groups of car- 
riers revealed practices developing under short-term leases particularly, which 
yesembled the days of rebating and undue discrimination in rates and services, 
evident in the period immediately prior to the passage of the Motor Carrier Act; 
and earnings to owner-operators under such leases not fairly remunerative for 
ihe service performed, but actually lower than driver wages for certificated lines, 
and coupled with distinctly inferior working conditions. These and other re ated 
experiences revealed conditions developing under the leased-truck system similar 
in kind to those that elicited the congressional action to correct them in 1935. 
Sufficient evidence of this kind was presented to justify the statement of Mr. 
Justice Reed in the opinion of the Supreme Court in American Trucking Asso- 
ciation et al., appellants, v. the United States of America, Interstate Commerce 
Commission, et al.: 

“A fair analogy appears between the conditions which brought about the Motor 
carrier Act and those sought to be corrected by the present rules, confirming our 
view of the Commission’s jurisdiction. Then as now the industry was unstable 
economically, dominated by ease of competitive entry and a fluid-rate picture. 
And as a result, it became overcrowded with smal! economic units which proved 
unable to satisfy even the most minimal standards of safety or financial respon- 
sibility. So Congress felt compelled to require authorization for all interstate 
operations to preserve the motor transportation system from overcompetition, 
while at the same time protecting existing routes through the grandfather clause. 
The Commission’s rule making here considered is based on conditions that simi- 
larly threaten, though perhaps to a lesser degree, the efficient operation of the 
industry today.” 

It may be true, as suggested by Justice Reed, that the economic abuses that 
bave developed under the truck-leasing arrangements down to the present resem 
ble in kind, but not in degree, those that occasioned the passage of the Motor 
Carrier Act in 1985. But the general economic conditions of the country in 1953 
are quite different from those prevailing in 1932-37. Today, business activity 
exists at unprecedented high levels; then, it was at a very low level, indeed. 
Today, employment is high and wages are high; then, unemployment was very 
high, and wage levels were low. Should a moderate business recession occur in 
the near future—a possibility that must not be left out of calculation—the \ olume 
of business activity will decline, unemployment will rise, competition will become 
keener, and the economic abuses associated with truck leasing can be expected to 
assume greater proportions. 

The leasing of carrying and hauling equipment by shippers, carriers from other 
shippers and carriers, is a desirable economic practice, when used to secure 
more complete utilization of equipment and lessen wasteful empty hauls. But 
the same type of lease, contract, or other arrangement employed for such 
purposes can also be used to defeat necessary regulation of carriers; evidence 
shows that it has been employed with this effect, if not also with that intent. 
It has both desirable and undesirable potentialities. Hence the necessity that 
a regulatory body charged with the responsibility of administering economic 
and safety regulation of carriers must have authority to control the equip- 
ment leasing practices between shippers and carriers and between different types 
of carriers. 

It should also be evident that in the regulation of equipment leasing practices, 
two of the most important aspects of a lease are the duration of the arrange- 
ment, and the amount to be paid for use of the equipment. The term of the 
lease and its duration is definitely related to other aspects which may contain 
elements of undue discrimination in service or rates; and the amount of com- 
pensation to be paid for use of such equipment is definitely related to possible 
discrimination. One case taken from railroad regulation experience before 
intercity motortruck hauling became important is worth recalling. Then, as now, 
there existed a number of so-called private carlines, owning special types of 
freight cars, which were owned in very substantial numbers by shippers, and 
also by car-owning companies which leased them to both railroads and shippers. 
After several investigations of the practices obtaining with respect to railroad 
use of these cars, beginning as early as 1893, the Commission found that pay- 
ments by the railroads for the use of such private freight cars—that is, cars 
not railroad-owned—were used to cover discriminations in charges and service 
as between shippers owning and leasing such equipment and shippers possessing 
no such freight cars and absorbed an undue proportion of the earnings of the 
earriers themselves. Having then no clear authority to deal with this situa- 
tion, the Commission repeatedly requested Congress to grant the necessary 
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authority to regulate these practices and eliminate the indirect rebating thys 
resulting. Congress did so in the Hepburn Act of 1906, which, inter alia, empow- 
ered the Commission to determine the reasonable maximum allowance to be paid 
by a carrier for the use of such freight cars furnished by shippers, or by com. 
panies other than the rail carriers themselves. This was further supplemented 
by provisions contained in the Car Service Act of 1917, which further empowered 
the Commission to prescribe the amount to be paid for the use of ears not owned 
by the carrier using them for the transportation of freight. 

Thus, this regulatory experience with respect to the leasing of equipment by 
railroads from shippers and other noncarrier owners of freight cars led Congress 
to empower the Commission to regulate the various practices that had grown up 
around this leasing of shipper-owned equipment to the railroads, specifically in- 
cluding the authority to prescribe the actual amounts to be paid for the equipment 
so leased. By contrast, H. R. 3203 here under consideration, would deny to the 
Commission the authority to regulate the duration of any lease of truck- or 
motor-carrier equipment, and also deny authority to regulate the amount of 
compensation to be paid for such use. The basis for such differential delegation 
of regulatory authority to deal with leases or other arrangements for the use by 
railroads of freight cars provided by shippers and noncarrier companies, and the 
similar arrangements for use of motor-carrier equipment not owned by the using 
carrier, certainly has not been established. 

A further aspect of potential developments in the field of motortruck leasing, 
should H. R. 3203 be enacted, deserves careful consideration. 

Types of leasing practices that actually exist in the field of motor freight trans- 
portation, as revealed by the investigations of the Commission and its Bureau 
of Motor Carriers, are of several descriptions. 

(1) First is the leasing of trucks by private haulers (i. e., shippers) of agri- 
cultural products which are exempt from regulation except as regards safety pro- 
visions of the Motor Carrier Act; and also by owner-operators of such equipment 
engaged in the same type of employment. In order to secure return loads of non- 
exempt commodities, they employ the form of a lease of their trucks to certifi- 
cated carriers entitled to haul such commodities over the routes or in the area 
involved. In reality this is a lease of operating rights by the certificated carrier 
to these private- or owner-operated trucking companies; in appearance it is a 
lease by these companies and individuals of their trucks to the certificated carrier. 

(2) A different type of operation exists where certificated carriers, lease, or 
interchange their trucks, trailers, or tractors with each other in order to facili- 
tate through movements of freight without unloading freight and reloading it 
again at the interchange point. 

(3) A third type of leasing is found where certificated carriers lease their own 
equipment to shippers who employ it as private carriers in their own business, and 
may also engage in subleasing it for return hauls of commodities. 

(4) And the fourth involves the reverse practice, namely, the leasing of trucks 
owned by shippers themselves to certificated operators. The last resembles the 
use of shipper-owned freight cars by the railroads previously described. 

During the presentation of testimony by the leading proponents of H. R. 3208, 
attention has been focused chiefly upon the first type of truck leasing indicated 
above, namely, leasing of trucks that have carried exempt agricultural products 
to market to certificated operators in order to secure backhauls of commodities 
that are not exempt from the regulatory provisions of the Motor Carrier Act. 
Furthermore, it has been discussed as though only one form of leasing is involved, 
namely, that known as trip leasing. The bill has become identified as a trip- 
leasing one. 

But it should not be overlooked that evidence developed in the investigation of 
leasing practices shows that trip leasing has been extended to situations quite 
remote from the transportation of exempt agricultural products, and the inci- 
dental backhaul! of nonexempt commodities. Furthermore, the terms of the bill 
extend to all four types of equiment leasing described above, to any and all 
forms of leasing, contracts or other arrangements for the use of motor equipment, 
and to passenger-carrying operations as well as freight. H. R. 3203 is very ex- 
tensive in scope of leasing activities. It is restrictive only in that it denies the 
Commission authority to regulate the duration of a lease, contract, or arrange 
mént for use of leased equipment, and denies the Commission authority to regu- 
late the amount of compensation to be paid therefor. 

There may be some legal question of interpretation of the effect and impact 
of this bill, should it be enacted as a legislative addition to the Motor Carrier Act. 
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jt appears to mean that the Commission may not regulate the duration of any 
type of lease, contract or arrangement for the use of moter equipment, and may 
pot regulate the amount of compensation offered under any type of leasing so 
employed. It is not confined in its terms to trip leasing. Does the term “amount 
of compensation” also include by necessary implication and effect also the mode 
or method of compensation?’ If so, under this bill the Commission would be 
ynable to determine whether the compensation should be in the form of mileage 
rates for service performed, or by divisions of the freight rates, or by flat rates 
per truck, or any other method that appeared suitable to the type of leasing 
situation involved. The method of compensation for use of leased equipment 
is closely related to the amount of compensation. Should this interpretation of 
the provisions of this bill prevail, the Commission would be as handicapped in 
trying to prevent rebating under truck leaving arrangements as it was in pre 
enting such practices in the private carlines prior to the specific grants of power 
by Congress to prescribe the amounts of compensation in such cases 

‘Past experience shows that leases of equipment by shippers to carriers, or by 
carriers to shippers may become a device by which unlawful discriminations may 
occur. These may take place without any departure from the published tariffs. 
If a carrier leases its equipment to a shipper, the latter may employ it in private 
transportation, which involves no tariff rate, and may further sublease it to some 
other carrier, in which case the discrimination may take the form of inadequate 
charges against the shipper by the owning carrier. If the shipper leases its 
equipment to the carrier, the discrimination may take the form of excessive 
allowances to the shipper for use of such equipment. In either case no departure 
from published tariffs is involved. This of course was the form such discrimina- 
tion assumed in the private car cases. 

It is not know at present to what extent carrier leasing of shipper-owned 
trucks, or shipper leasing of carrier-owned trucks does actually obtain. State- 
ments made by certain witnesses who appeared in the truck-leasing investiga- 
tions by the Commission do indicate that both practices do exist to some extent 
at least. One witness for a certificated truck operator declared that many 
carriers of exempt agricultural commodities northbound out of Florida, on their 
return trips haul for compensation general freight which is subject to regulation 
under the guise of leasing their trucks to shippers. Another large operator 
declared that it uses the trucks of private carrier fruit and vegetable dealers in 
performing its own transportation, implying at least that shipper vehicles are 
being leased to certificated carriers. As in the case of the railroads, both of 
these situations are potential sources of undue discrimination and rebating 
practices. Should the Commission be deprived of the power to regulate the 
amount of compensation to be paid for such use of trucks, the incentive and oppor- 
tunity to thus extend the leasing practices would be enlarged. It should also 
be noticed that the number of shippers able to own trucks is much larger than 
the number of shippers able to employ privately owned freight cars, 

Whether or not the general ban against undue discriminatory practices, con- 
tained in the Motor Carrier Act would be sufficient to enable the Commission to 
cope with this situation, if a specific prohibition of authority to regulate com- 
pensation under shipper-carrier leases of motor-carrier equipment, should now 
become part of the Motor Carrier Act, must be left to lawyers skilled in the 
construction of conflicting provisions of the statutes. At the best the outcome 
is doubtful from the standpoint of adequate administrative control over undue 
discrimination in rates and service. The sweeping extent of the ban contained 
in H. R. 3203 as regards the regulation of the duration of leases and compensa- 
tion paid, at least invites wider recourse to shipper-carrier leases of trucks 


SUMMARY OF VIEWS PRESENTED 


The Railway Business Association respectfully submits that 

1, The system of carrier regulation embodied in the Interstate Commerce 
Act and applicable to motor carriers on the highway is in the public interest 
broadly conceived, and embodied in the specific objectives of regulation which 
the Congress adopted in the declaration of public policy September 17, 1940. 

2. That to carry out that regulatory policy, and prevent the recurrence of 
economic abuses previously experienced, and again encountered in kind during 
the investigation of truck leasing practices, the Interstate Commerce Commis- 
sion must have adequate powers to regulate and control such leasing of motor 
carrier equipment. 


83212—53— —24 
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3. That authority adequate to regulate and control leasing practices must 
certainly embrace two of the most important terms of leasing, namely, the 
duration of the lease and the amount of compensation allowed under the lease 

4. That H. R. 3203 denies to the Commission the authority to regulate these 
two important aspects or terms of truck leasing, and thus severely restricts 
the Commission in the exercise of its duty to prevent the employment of equip 
ment leases to circumvent regulatory policy as determined by the Congress; 
and further lessens the capacity of the Commission to prevent the recurrence 
of those economic abuses which Congress intended to control by the regulatory 
policy it prescribed. 

5. That because of the sweeping extent of the terms of H. R. 3203, it opens the 
door to and invites more widespread employment of leasing practices, potentia| 
with economic abuses, than pertain merely to the movement of exempt agri 
cultural products, and the incidental backhaul of nonexempt products. 

Therefore, the Railway Business Association is opposed to H. R. 3208 and 
respectfully urges that the Committee on Interstate and Foreign Commerce do 
not recommend this bill for passage. 

The CuHamman. Now, we have one patient individual still remain 
ing aside from the proponent, who is to close the debate, and that is 
Mr. Helmtag. 

I see your statement is of considerable length and it indicates that 
you have made a very careful and minute study of the question that 
is before us. I regret that you were not a witness earlier in these pro 
ceedings in order that more time might have been given to you, which 
your statement indicates you could properly have been given. 

However, we will appreciate your statement in as brief form as it 
is possible. If I remember correctly, you said there was one particular 
point that you wished to emphasize above all others and that it would 
not take too long a time to do so. However, if you have more than just 
that one point that you would like to direct our attention to you have 
our permission to do so. 

Your statement, as I have been able to go through it, indicates that 
under different headings you have made your points, which makes it 
very easy for the committee to follow your statement in the record 
when it is printed, even though you do not speak of it in detail today. 

We will appreciate your indication to us of what you would like us 
to particularly read. 

You may proceed. 


STATEMENT OF CARL HELMTAG, JR., ASSOCIATION OF AMERICAN 
RAILROADS, PHILADELPHIA, PA. 


Mr. Heimtac. As I pointed out earlier in the day, my name is Car! 
Helmtag, and I am assistant general counsel of the Pennsylvania 
Railroad Co. and I am from P hiladelphia. I am appearing today 
and speaking on behalf of the association of the American Association 
of Railroads, and its members, in opposition to H. R. 3203, which I 
refer to as the truck-leasing bill. 

As I said, I prepared a long statement going into the complete 
history of the Commission’s investigation in this matter: 

What the Commission did, what the Commission did not do, the 
effect of the Commission’s rules, and finally I have summed up that 
statement with a short conclusion. 

I might say that I have been in this litigation from the very begin- 
ning and have handled this case for the American Railroads through- 
out all of the proceedings, both before the Commission and in the 
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several courts and in the Supreme Court of the United States. The 
one point that I would like to invite particular attention to is the 
fact that throughout these proceedings before the committee it has 
appeared that these rules and regulations of the Commission pro- 
mulgated in Ew Parte MC-43 are something new and novel, that they 
represent something extraordinary in the field of motor-carrier regu- 
lation. I would like to s ay that just the opposite is so. 

The Commission has considerable precedent for what it has done 
in promulgating these rules. Throughout the United States, 17 of 
the States, including several of those in the agricultural communities, 
liave rules substantially similar if not more severe and restrictive 
than those the Commission has promulgated. I invite attention to 
the fact that the State of Washington, one of the large agricultural 
States of this country, appeared before the Commission and pointed 
out to the Commission that it had leasing rules - effect, much of 
the same type as the Commission’s rules since 1939; that the rules 
worked well; that the motor-carrier industry f: ont the rules; that 
the shippers favored the rules; that the whole economy of W ashing- 
ton from the transportation standpoint was benefited and enhanced 
from these leasing rules, 

I also invite attention to the fact that Pennsylvania has rules which 
are far more restrictive than the Commission’s leasing rules which 
they have had in effect since 1939, These rules, in effect, prohibit all 
trip leasing by motor carriers, regardless of whether the vehicles 
are taken with or without drivers. Those rules are in effect today, 
work well, and have had a helpful effect on the motor-carrier industry 
of the State of Pennsylvania, which you will recall is the State from 
which Mr. King comes. 

The State of Massachusetts has similar rules and has written to this 
committee, I understand, indicating the success that it has had with 
its rules. It fears that if the Commission’s rules are not allowed 
to become effective, that their system of regulation might be under- 
mined and jeopardized. 

Wisconsin has rules very comparable to those that the Commission 
has passed. In all there are rules and regulations governing the leas- 
ing practices of motor carriers in 17 States. 

It is interesting to note, too, that the State of Michigan has had in- 
troduced in its legislature, legislation to give its commission the very 
power which is here under attack with respect to the Interstate Com- 
merce Commission. 

So from the standpoint of precedent and history and orderly devel- 
opment of the motor-carrier industry, everything indicates that if 
this Commission’s rules are allowed to become effective they will have 
a most helpful effect on all eakieportation. That is the point I would 
like to add to what I have already set forth in my written statement. 

The Cuamrman. Is there anything further you have for us? You 
have not used all the time that the committee was prepared to give you. 

Mr. Hrimrac. No, because many of the things I had intended to 
discuss more fully were taken up in the questions and answers to Mr. 
Preston’s testimony. 

The CuarrMan. This brief statement that you make is supplemental 
to the full statement that you have prepared, I understand. Your 


full statement will be made a part of the record. 
Mr. Hetmvrag. Thank you. 
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The Cuareman. I think it is particularly fortunate that you have 
presented it as you have, that is, under headings which very readily at- 
tract the attention of those who are interested in giving full considera 
tion to your statement. There is no doubt wh: atsoever in my mind 
that because of the completeness with which you have prepared this 
formal statement of yours. that it will be given full consideration by 
the committee. 

If, however, as a result of what you have heard in your attendance 
upon these hearings. either asthe result of questions or statements that 
have been made by other witnesses, you would wish to supplement 
your brief in any way, you have that permission if you desire to do so. 
Thank you very much, sir. 

Mr. O'Hara? 

Mr. O'Hara. Mr. Helmtag. IT just glanced hastily through your 
brief and I do want to compliment you on what is obviously a very 
fine, orderly, and logical presentation of your viewpoints. I regret 
personally that we didn’t have a chance to hear from you in greater 
detail that we have. I might express that as my personal feeling. 

The Cuarrman. I think what Mr. O'Hara means is that he wished 
we had an opportunity to question you more. 

Mr. HetmtaG. Maybe it is just as well he does not have that oppor- 
tunity. 

Mr. O'Hara. It is very obvious to me, Mr. Chairman, that Mr. 
Helmtag has done a beautiful job of presenting it in an orderly way. 
We have always heard in the Middle West of the brilliance of the Phil- 
adelphia lawyers. 

Mr. Hetmrac. We are just not used to being witnesses. We like to 
ask questions. 

Mr. O’Hara. I think that applies to all of us who are lawyers. 

Mr. Hetmrac. I think so. 

(Mr. Helmtag’s prepared statement follows :) 


STATEMENT OF CARL HELMETAG, JR., OF PHILADELPHIA, PA., ON BEHALF OF THE 
ASSOCIATION OF AMERICAN RAILROADS 


Mr. Chairman and gentlemen of the Interstate and Foreign Commerce Com- 
mittee: I am Carl Helmetag, Jr., of Philadelphia, Pa. I am assistant general 
counsel of the Pennsylvania Railroad Co. Today I am appearing for, and 
speaking on behalf of, the Association of American Railroads and its members, 
in opposition to H. R. 3208 which I refer to as the truck leasing bill. 

This bill to amend section 202 of the Interstate Commerce Act is relatively 
simple in context but exceedingly complex in its economic and regulatory rami- 
fications. It is, I think, one of the most important pieces of legislation that 
has come before this committee in recent years, and, if enacted, will not only 
undo the accomplishments of 5 years of difficult litigation before the Interstate 
Commerce Commission, the Federal district courts and the Supreme Court of 
the United States, but will, as I shall show, destroy sincere and carefully con- 
sidered efforts on the part of the Commission to prescribe rules and regulations 
essential to the preservation of the regulatory scheme created by Congress in 
the passage of the Motor Carrier Act of 1935 which became part II of the Inter- 
state Commerce Act.’ In its full import the bill before you poses the vital 
question of whether the motor carrier industry shall be regulated or allowed to 
retain the chaotic conditions that existed prior to, and were responsible for, the 
advent of motor carrier regulation in the thirties. 

The bill, as each of you know, takes from the Commission the power to fix 
the term or duration of leases or other contractual arrangements by which the 


1 Act of Aug. 9, 1935 (49 Stat. 548), as amended by the act of Sept. 18, 1940 (54 Stat. 
919 (49 U. 8S. C. 301)). 
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regulated segments of the motor carrier industry secure vehicles from those 
outside of regulation. It also takes from the Commission the power to regulate 
the amount paid as compensation under such vehicle leases. The specitic prob- 
lem then is whether the Commission should be deprived of these powers which 
Congress gave to it by the passage of the Motor Carrier Act of 1935. 

To properly deal with this problem, a careful analysis and study of a great 
deal of background material is essential. We think that such a study will 
clearly demonstrate the unsoundness of this legislation. With the indulgénce 
of the committee, I should like to briefly review the background of this legisla- 
tion and to explain why the railroads are so strongly urging that this bill be 
not passed. 


A. THE LEASE AND INTERCHANGE RULES PROMULGATED BY THE INTERSTATE COMMERCE 
COM MISSION-——-THE IMMEDIATE CAUSE FOR THE INTRODUCTION OF THIS LEGISLATION 


While this legislation has an extensive background, the immediate cause for 
its introduction is the Commission's order in Lease and Interchange of Vehicles 
by Motor Carriers (52 M. C. C. 675 (1951)). In this order the Commission, 
after lengthy proceedings begun in 1948, participated in by motor common car- 
riers, motor contract carriers, the agricultural interests, the labor unions, ship- 
pers, State regulatory agencies, the railroads, individual owner-operators of 
nonregulated vehicles, and associations of such owner-operators, and repre- 
sentatives of the Commission’s Bureau of Motor Carriers; after the fullest con- 
sideration of briefs, pleadings, and oral arguments presented by the numerous 
parties ; and after a complete exhaustion of all the procedural steps and remedies 
available under the Commission’s rules of practice which afford the fullest 
opportunity to all parties to protect and advance their rights, promulgated rules 
and regulations governing the leasing and interchanging of vehicles by motor 
carriers, : 

These rules and regulations were thereafter made the subject of comprehen- 
sive litigation in the Federal courts. In all, 6 suits were filed of which two 
were hard on the merits, the other 4 upon appropriate motions being stayed 
or continued until after the cases that were heard were finally concluded.*’ The 
two suits that were heard were American Trucking Associations, Inc., et al. v. 
United States et al. (101 F. Supp. 710 (N. D. Ala. 1951)), and Hastern Motor 
Herpress, Inc., et al, v. United States et al. (103 F. Supp. 694 (8S. D. Ind. 1952) ). 
In each of these cases heard by three-judge statutory courts, it was strenuously 
argued that the Commission was without power to prescribe the leasing rules, 
and further argued that the rules were in violation of the Constitution, arbi- 
trary and capricious, and promulgated without compliance with the procedures 
established by the Federal Administrative Procedure Act. In both courts without 
dissent, the holding was that the Commission had ample power to prescribe the 
rules and that the rules were not otherwise unlawful. 

Appeals were taken to the Supreme Court of the United States where it was 
again argued that the Commission did not have power to prescribe the rules. In 
a 7 to 2 decision issued on January 12, 1953, the Supreme Court in American 
Trucking Associations, Inc., at al. v. United States et al. (— U.S. —, 73 S. Ct. 307 
(1953) ), affirmed the ruling of the court below. This determination of the 
Supreme Court set forth in an opinion by Mr. Justice heed conclusively answered 
the question of whether the Commission had power to prescribe the rules by 
squarely holding that part Il of the Interstate Commerce Act contained the 
necessary grant of statutory power. The Court then went on and found that 
the argument to the effect that the rules were in violation of the Constitution, 
and arbitrary and capricious, was without merit. Mr. Justice Black and Mr. 
Justice Douglas dissented on the ground that the rules are beyond the “authority 
of the Commission.” 

A petition for reconsideration of the Supreme Court’s judgment was filed. By 
an order dated March 9, 1953, this petition was denied. 

From this brief resume of the litigation involving the Comuiission’s lease and 
interchange rules, it can readily be seen that the rules have run the entire gamut 
of administrative and court procedures and unless modified by further proceed- 


2 The six cases were: Movers Conference of America, Inc., et al. v. United States et al. 
(BE. D. Mich.) ; Greyvan Lines, Inc., v. United States et al. (N. D. Ill.) ; Paul G. Apger 
et al. v. United States et al. (N. D. Ohio) ; Oklahoma-Louisiana Motor Freight Corporation 
v. United States et al. (W. D. Okla.) ; Rastern Motor Express, Inc., et al. v. United States 
et al. (103 F. Supp. 694 (S. D. Ind. 1952) ) ; and American Trucking Associations, Inc., et al. 
v. United States et al. (101 F. Supp. 710 (N. D. Ala.) 1951). 
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ings in the Commission* or nullified by legislation, will become a part of the Fed 
eral reguiation of the American transportation industry. 

The legislation before this committee is for the purpose of nullifying the leas 
ing rules. Immediately several pertinent questions are raised. What are these 
rules? What do they do and equally important what do they not do? Why 
were they prescribed in the first place? Why are so many groups interested in 
them? And most important of all, why is it that legislation is being introduced 
to nullify them before they are given a fair and reasonable trial? The answers 
to these questions are found in the proceedings before the Commission, in the 
reports and orders of the Commission, and in the opinions of the courts reviewing 
the Commission’s orders. These together give a graphic account of unsound, 
uneconomic, and law-evading practices which have flourished in the motor car- 
rier industry, notwithstanding the passage of the Motor Carrier Act, and which 
if allowed to endure will frustrate the Commission in its efforts to carry out the 
scheme for regulating the motor carrier industry established in part II of the 
Interstate Commerce Act. A review of the conditions in the transportation in 
dustry that prompted the litigation before the Commission, and the proceedings 
before the Commission and in the courts, is, therefore, most appropriate and 
essential to an understanding of the legislation that is now before you. 


B. THE BACKGROUND THAT PROMPTED THE COMMISSION’S INVESTIGATION OF THE 
LEASING AND INTERCHANGE PRACTICES OF THE MOTOR CARRIERS 


1. The purposes of Congress in passing the Motor Carrier Act 

The genesis of the problem to which the Commission’s rules are directed reaches 
back to the time of World War Il. Following that war the great advances in the 
building of the motor truck, and the beginnings of a tremendous highway building 
program, presented opportunities to move over the highways, freight which had 
formerly moved by the railrodds, and to a limited extent by the inland and 
coastal water carriers. But as the traffic was diverted from the railroads and 
the waterways to the highways, abuses began to appear for there was no national 
regulation of trucks moving between States, although within the borders of a few 
States the beginnings of regulations were appearing. Many of these abuses 
resulted in trucks securing competitive advantages over regulated forms of 
transportation. These competitive advantages furthered the diversion of traffic 
already begun. As the motor carrier industry grew, those within the industry 
began to recognize the need for some type of regulation, for abuses which 
orginally aided the motor truck owner in taking traffic from the railroads were 
just as helpful to another motor truck owner coming into the field to take traffic 
from the established trucker. This scramble for business ultimately began to 
hurt the public for the unregulated motor trucker often skimped on safety, and 
made inadequate provisions for his employees so as to be able-to undersell his 
competition. Competition became more intense as each new carrier came into the 
field, and therefore the truckers in order to survive found it necessary to con- 
centrate on the better types of traffic. This concentration on the better business 
harmed the railroads for the quality of freight handled by them was necessarily 
lowered. The public was also the victim of such practices for the shippers found 
that they could not rely upon motor-truck transportation except for the move- 
ment of freight that was profitable to the truckers. Obviously the remedy was 
to regulate the motor carriers in much the same manner as the railroads were 
regulated. Upon the urgings of large segments of the motor-carrier industry, 
the railroads, representatives of labor, shippers, and other segments of the public, 
the Motor Carrier Act of 19385 was passed which later became part II of the 
Interstate Commerce Act. 

To briefly set forth the purposes of the Motor Carrier Act is perhaps to under- 
state them but it is believed that the fundamental objectives were three in num- 
ber. The first of these objectives was to insure the users of motor transportation 
that they would be afforded nondiscriminatory carriers, carriers which would not 
unfairly favor one person or section over another. The second objective was to 
insure a healthy industry, one in which the supply of transportation would be 
commensurate with demand. The last objective was to insure that the business 
would be conducted with regard to the safety of those within and without the 
industry. 


*To date, seven petitions have been filed with the Commission asking that the effective 
date of the rules be postponed, or that the Commission’s order be reconsidered, or that 
exemption from the rules be granted for a particular carrier. 
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In summary the paramount purpose of the Motor Carrier Act was the develop- 
ment of economically strong motor carriers, providing nondiscriminatory 
services to the public. 


The purposes of Congress in passing the motor carrier act have been thwarted 
by the leasing and interchange practices of the motor carriers 


The regulatory scheme which Congress created to accomplish its purposes, 
established a family of regulated carriers of two principal types, motor common 
carriers providing service to the public generally, and motor contract carriers 
providing service to the public generally, and motor contract carriers providing 
service to a limited group of shippers on a contractual basis, as contrasted with 
schedules of rates equally available to all shippers. Within the regulated family 
of carriers competition is limited by the requirements of section 207 and 209 that 
motor common carriers secure certificates of convenience and necessity, and that 
motor contract carriers secure permits upon proof that their proposed operations 
will be consistent with the public interest. For both groups of regulated car- 
riers the certificate and permit requirements provide protection from an over- 
supply of transportation facilities that would weaken and undermine sound 
economic conditions in the field of transportation. But in return for the privilege 
of working in a field of limited competition, the regulated motor carriers have 
assumed certain responsibilities. These responsibilities include, in the case of 
the common carriers, the obligation to render service to the public, the obligation 
to maintain reasonable charges, and the obligation to confine operations to a 
prescribed territory, or set of routes. The responsibilities of the motor contract 
carriers are in some respects less stringent, for their pricing systems are less 
restricted and their obligations to provide nondiscriminatory service somewhat 
easier, but by accepting the status they give up the right to hold out their serv- 
ices to the public generally. In addition the regulated carriers are subject 
to the powers of the Commission to establish and enforce safety rules and 
regulations. 

The Motor Carrier Act, while creating a scheme of regulation for an important 
segment of the motortrucking industry, left beyond the orbit of economic regula- 
tion a vast number of motortrucking operations, some of a wholly public nature 
and others of an essentially private nature. Section 203 of the act contains an 
extensive list of trucking operations that fall outside of the field of economic 
regulation and only come under the Commission's jurisdiction in regard to the 
safety of operation. Included in these exceptions, for example, are vehicles used 
in hauling agricultural commodities, livestock, and fish; vehicles used within 
city limits or the commercial zones of metropolitan cities; and motor vehicles 
used in purely private carriage. 

Now, regardless of whether the particular type of trucking operation is within 
the orbit of economic regulation or outside of regulation, the vehicles used are 
not substantially different. The trucker hauling oranges from Florida to New 
York City—an operation outside of economic regulation—or the manufacturing 
company hauling its own products from the place of manufacture to the consumers 
which is exempt private carriage use motor vehicles which are the counterparts 
of those used by companies operating within the orbit of regulated transportation. 
Since there is no limit on the number of truckers who may engage in exempt 
operations and no economic regulation of private carriage, the number of vehicles 
used in operations outside of regulation far exceeds those used in regulated 
transportation. 

From 1935 the regulated carriers have, to varying degrees, carried on their 
transportation operations by using vehicles secured from those outside of regu- 
lation. The arrangements under which these exempt vehicles are secured have 
included every conceivable type of lease, bailment, or contractual arrangement. 
These leasing practices have created problems for the Commission from the very 
inception of regulation. Had the carriers rented the exempt trucks on long-term 
leases and used them in the same manner as the carriers’ owned trucks, these 
problems might not have become severe. But this has not been the usual 
situation. 

The more common thing has been for a carrier, having secured traffic, to shop 
around for a truckowner who would handle all of the transportation connected 
with the traffic for a portion of the revenues received from the shipper, thus 
giving the carrier a portion of the revenue for merely securing the traffic. 'The 
truckowner from whom the truck was rented would drive the vehicle himself 
or secure a driver. All of the essential transportation functions of the certificated 
carriers other than the securing of the traffic would be performed by the exempt 
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trucker having no certificates or permits from the Commission. In many in 
stances the lenses have been on a per-trip basis so that when the trucker reached 
his destination and delivered the traffic he reverted to his original status and 
either returned empty to destination or hired himself and his truck to another 
carrier for a return load. Because of the attractiveness of the transportation 
industry to a vast number of people and the difficulty of securing certificates and 
permits, a large number of independent truckers became available to the regu 
lated carriers on a per-trip basis. 

There has grown up a large group of independent truckers, referred to as 
“owner-operators,” and sometimes as “gypsies,” who come into and out of the 
orbit of reguiated transportation by some type of lease arrangement with the 
authorize! carriers These owner-operators are not subject to economic regula- 
tion by the Commission and in most instances are individually unknown to the 
Commission. Yet they are carrying on operations which are essentially those 
of the regulated carriers. Without the approval of the Commission, they are 
“certificated” by the authorized carriers as new carriers on a per-trip basis, 
regardless of their fitness and ability to meet the Commission’s standards for 
certification, regardless of whether there is a public need for the new operation, 
and regardless of the adverse competitive impact on the authorized carriers. 

Speaking of the result of the employment of trip leasing, Judge Lynne in 
American Trucking Associations, Inc. et al. v. United States et al. (101 F. Supp. 
710 (N. D. Ala. 1951) ), commented at page 718: 

“The result * * * has been to enfeeble the Commission in its effort to contro] 
the motor-carrier industry. As a consequence, the entire scheme of economic 
and safety regulation of transportation services of the Nation has been imperiled.” 


C. THE COMMISSION'S INVESTIGATION OF THE LEASING AND INTERCHANGE PRACTICES 
OF MOTOR CARRIERS, AND WHAT IT DISCLOSED 


The Commission was early aware that the practice of the certificated carriers 
to rely upon leased vehicles was a peril to sound regulation, and on August 6, 
1936, the Bureau of Motor Carriers issued Administrative Ruling No. 4. This 
ruling provided that vehicle leases: “must be of such a character that the pos- 
session and control of the vehicle is, for the period of the lease, entirely vested 
in the authorized operator in such way as to be good against the world; * * * 
that operation thereof must be conducted under the supervision and control of 
such carrier; that vehicles must be operated by persons who are empioyees of 
the authorized operator * * *.” 

But this ruling, that might well have eliminated many of the difficulties that 
were later to spring up, Was never officially adopted by the Commission. 

By 1940 violations of the Commission’s regulations, and law-evading practices 
made possible by false, fraudulent and fictitious leases devised to circumvent 
the act had become so flagrant that the Bureau of Motor Carriers began an 
extensive study of the leasing practices of authorized carriers. This study was 
interrupted by World War II, but after the termination of the war was con- 
tinned, and became the basis for the Commission instituting on its own motion 
a formal investigation of the subject. 

The formal investigation by the Commission was instituted by a notice dated 
January 9, 1948. Copies of this notice were served upon all the authorized motor 
carriers and were published in the Federal Register. The matter was assigned 
for hearing before Examiner Henry C. Lawton, a duly qualified hearing exam 
iner, and numerous hearings were held at St. Louis, Mo., and Washington, 
D. C. At these hearings a vast number of witnesses testified including repre- 
sentatives of the motor carriers, railroads, labor groups, shippers, and State 
regulatory agencies. A record including 3,640 pages of testimony and 119 exhibits 
was compiled. Briefs were filed, and on August 26, 1949, the Examiner filed 
a recommended report.’ This report was the subject of exceptions and replies, 
and on June 26, 1950, division 5 of the Commission filed its report, and order’ 
This report and order of division 5 being unsatisfactory to some parties was 
asked to be reconsidered by the entire Commission. The Commission after oral 
arguments reviewed the record and published its report and order on May §&, 
1951.° 


4For a copy of the Examiner's report, see page 1849 et seq. of the record in Fastern 
Motor Express, Inc., et al. v. United States of America et al. U. Ss. —. 73 S. Ct. (1953) 

® Lease and Interchange of Vehicles by Motor Carriers, 51 M. C. C. 461 (1951). 

® Lease and Interchange of Vehicles by Motor Carriers, 52 M. C. C. 675 (1951). 
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The reports of the Examiner, division 5 and the Commission tell the story. 
The story as presented in these several reports is clear and at no time during 
the preceedings before the Commission or in the several courts were these reports 
shown to be inaccurate, exaggerated, or unrepresentative of the conditions that 
have actually existed. It is not a happy story, for it is one of repeated and 
widespread violations of the law and the Comimission’s regulations, the continual 
existence of unsound economic conditions intended by Congress to be brought to 
and end by the passage of the Motor Carrier Act, the vicious exploitation and 
disregard of the well-being of the owner-operator’s leasing vehicles to the motor 
carriers, the avoidance of safety regulations, the submerging of the public inter 
est for the profit and gain of moter carriers, and a general breakdown of regu 
ation—all made possible and enhanced by the leasing practices of the carriers 

Specifically some of the conditions promoted by the trip-lease were found by 
the Commission to include 

(1) The owner-operators utilized on trip-leases after the completion of their 
trips are on their own and the carrier assumes no responsibility for returning 
them to their homes. This necessitates the owner-operator hawking his services 
to other carriers or engaging in illegal transportation directly with shippers. 
In either event there is no established pattern of operations by the owner 
operator and he comes into and out of regulated transportation depending upon 
the desires of the authorized carriers. (Report of Commission, 52 M. C. C. 675, 
690. ) 

(2) In many instances the owner-operator to obtain work will solicit the 
traffic directly from shippers and then make an arrangement with an authorized 
carrier in the form of a lease to use that carrier’s rights to move the traffic. 
This is illegal, of course, but difficult to police because of the color of right 
given by the trip-lease. (Report of Commission, 52 M. C. C. 675, 690.) 

(8) The owner-operator being an independent contractor is not under the 
full control of the carrier, and the carrier's responsibilities to the shippers are 
therefore transferred to those outside of regulation. (Report of the Commission, 
52 M. C. C. 675, 690.) 

(4) The owner-operator being an independent businessman must keep his 
equipment rolling to make a living. This economic necessity has resulted in 
excessive violations of the Commission's safety regulations, particularly the 
Hours of Service Rules. (Report of Commission, 52 M. C. C. 675, 691, 694.) 

(5) The carriers using owner-operators on a trip lease basis having only a 
short relationship with the owner-operators, are lax in inspecting the owner- 
operators’ vehicles and the records of the owner-operators. (Report of division 
5, M. C. C. 461, 472.) 

(6) The carriers using owner-operator vehicles on a trip-lease basis generally 
pay for such vehicles by dividing the revenues received from the shipper on a 
percentage basis with the owner-operators. This is not only illegal since it 
amounts to a division of rates between a carrier and a non-carrier (Report of 
division 5, 51 M. C. C. 461, 472) but gives a carrier availing itself of this method 
of payment a tremendous economic advantage. The owner-operator who takes a 
percentage of the revenue only wants the traffic that pays high revenues, that 
is the better type of truckload merchandise traffic. Carriers depending on 
owner-operators therefore must concentrate on the better traffic, leaving the less 
desirable traffic to those carriers who own their own fleets and who must handle 
all types of traffic to secure the necessary volume to keep their equipment in use. 
Since the carriers using owner-operators concentrate on truckload traffic, their 
rates are lower than the carriers having large owned fleets who need relatively 
high truckload rates to provide adequate revenues to take care of the poorer 
paying less-truckload traffic. It is clear that the use of owner-operators distorts 
the carriers’ operating statistics because many of the motor carriers expenses 
are borne by the owner-operators. Use of the operating statistics of carriers 
having extensive operations in leased equipment in rate cases is impossible. 
(Report of Commission, 52 M. C. C. 675, 693.) 

(7) The use of owner-operators on a trip-lease basis has resulted in the 
certificated carriers transferring their carrier responsibilities to those outside 
of regulation and has relegated the carrier to mere brokers of transportation. 
(Report of division 5, 51 M. C. C. 461, 466.) Of course, the Commission has not 
certificated the carriers as brokers, so that these activities have aspect of illegal- 
ity. What is worse is that the certificated carriers through the device of the 
trip-lease “certificate” non-carriers to perform operations which by law require 
a certificate issued by the Commission. 
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(8) The abolition of the trip-lease is supported by the Bureau of Motor Ca: 
riers (Report of division 5, 51 M. C. C. 461, 468) by a considerable cross-section 
of the certificated common carriers, by several common carrier and contract 
carrier associations, by a number of State regulatory bodies, by the labor unions, 
and by the railreads. (Report of division 5, 51 M. C. C. 461, 468-484, ine.). Those 
opposing the abolition of trip-leasing are largely carriers that have contributed 
to the breakdown of regulation by the extensive use of this law-evading device 

The examiner who heard the case after examining all of the evidence made the 
following statements: 

“The evidence herein, just received, is replete with examples of violations of 
the Interstate Commerce Act and the Commission’s regulations thereunder in the 
present practices of the motor carriers in leasing equipment.” 

* * * * . 

“Perhaps in no other proceeding in which practices of motor carriers have been 
under investigation, has there been such a general admission by all parties, in 
cluding those opposed to regulation, that violations of law and the Commission's 
regulations exist.” 

* * * * * 


“The record warrants the conclusion that the leasing practices of the motor 
earriers permit violations of the act, and the Commission’s regulations there 
under, and that it is necessary that such practices be subjected to regulation.” 

The Commission after reviewing the examiner's report and the evidence dis 
eussing the practices of the carriers, and studying the evils that had flourished, 
was of the belief that two devices were the principal sources of trouble. The 
first of these devices was the trip-lease. which enabled the carriers, under the 
guise of a leasing arrangement, to transfer their certificate to those outside of 
regulation without the approval of the Commission, and without regard to the 
nonearrier’s ability and fitness to undertake carrier status. Speaking ef the 
destructive effect of the trip-lease on effective regulation, the Commission said 
(52 M. C. C. 675, 724) : 

“We deem it necessary to exercise sufficient control over the leasing practices 
of these carriers [referring to certain household goods carriers] to be able to 
determine that a purported lease of equipment is just that, rather than an ar 
rangement for a lease of operating rights or an extension of the same without 
our approval.” 

And then said (52 M. C. C. 675, 725) : 

“We are convinced, however, that trip-leasing, and especially trip-leasing of 
equipment that is operated for the lessee by the owner, or employees of the owner, 
is inimical to sound regulation and proper administration of the provisions of 
part II of the act and of our safety regulations. * * *” 

The second device creative of violations of the act and unsound economic con 
ditions was the payment by the carriers of compensation to owner-operators on 
the basis of a division of the revenues received from shippers under published 
tariffs. If a carrier for the performance of transportation service gives a non 
carrier 80 to 90 percent of the revenues received from shippers, the likelihood 
is that the carrier has transferred 80 to 90 percent or more of its responsibility 
to the noncarrier. In concluding that this practice should be prohibited the Com- 
mission said (52 M. C. C. 675, 725): 

“In this connection we observed that carriers which conduct operations entirely 
or almost entirely in nonowned equipment, and, more particularly, in equipment 
rented on the basis of a percentage of the revenue earned with the equipment, are 
in an extremely favorable competitive position as compared with carriers having 
substantial investments in equipment devoted to for-hire transportation. More 
over, a carrier’s inability to provide service except in equipment owned and 
operated by others raises serious doubts as to its fitness and ability. This is a 
matter which undoubtedly merits more consideration than it has heretofore 
received in passing upon applications for operating authority and for extensions 
of such authority.” 

And then said (52 M. C. C. 675, 726) : 

“We further conclude that compensation for the rental of equipment based 
upon a percentage of the revenue earned with the equipment should be prohibited 
This method of compensation leads the carriers which utilize owner-operated 
equipment to concentrate upon certain profitable traffic to the exclusion of other 
traffic. It certainly distorts the operating statistics of carriers which depend to 
a large extent upon equipment leased on that basis. We are persuaded also that 
it plays a large part in the practice of carriers which have extensive operating 





TRIP LEASING 37: 


ehts, but are unable or unwilling to provide service thereunder, of leasing such 
rights to others under the guise of equipment leases.” 

Summing up its thinking with respect to the entire situation, the Commission 
said (52 M. C. C. 675, 696) : 

“We conclude that the foregoing summary of some of the practices of the au- 
thorized carriers in leasing equipment indicates that many of such practices have 
facilitated violations and evasions of the law and of our regulations, and militate 
against sound regulation of motor carriers.” 

If it be thought that the Commission had overemphasized the seriousness of 

he problem and was unduly alarmed by the situation with which it was con- 
fronted, the views of the courts reviewing the Commission’s determinations will 
dispel any such action. Judge Lynne in American Trucking Associations, Inc., 
et al. v. United States et al., 101 F. Supp. 710 (N. D. Ala. 1951), said at page 719: 

“That the seriousness of the problem relating to the leasing and interchange of 
equipment is not a figment of bureaucratic imagination is attested by the fact 
that the plaintiff, American Trucking Associations, Inc., the national organization 
of the trucking industry, submitted rules which it considered appropriate as cor- 
rective measures and which are included in appendix C, exhibit C to the com- 
plaint. Moreover, the record makes it clear that a substantial segment of the 
motor-carrier industry recognizes the imperative need for a regulation of such 
practices.” 

Mr. Justice Reed speaking for the Supreme Court in American Trucking Asso- 
ciations, Inc., et al. vy. United States et al., — U. S. —, 73 S. Ct. 307, said at 
page 316: 

“A fair analogy appears between the conditions that brought about the Motor 
Carrier Act and those sought to be corrected by the present rules, confirming 
our view of the Commission’s jurisdiction. Then as now the industry was unstable 
economically, dominated by ease of competitive entry and a fluid rate picture. 
And as a result, became overcrowded with small economic units which proved un- 
able to satisfy even the most minimal standards of safety or financial responsi- 
bility. So Congress felt compelled to require authorization for all interstate 
operations to preserve the motor transportation system from overcompetition, 
while at the same time protecting existing routes through the grandfather clause. 
The Commission’s rulemaking here considered is based on conditions that simi- 
larly threaten, though perhaps to a lesser degree, the efficient operation of the 
industry today.” 

In summary, it can be said as Mr. Justice Reed pointed out, that the conditions 
in the motor carrier industry which prompted Congress to enact the Motor Carrier 
Act have not been corrected, because the widespread development of leasing and 
interchange practices have enabled the motor carriers to avoid regulation, and 
thereby frustrate the Commission in its efforts to carry out the mandate of Con- 
gress. The Commission was confronted with either of two courses, to allow the 
leasing and interchange practices to continue unchanged and unabated, and stand 
by while the regulatory scheme gradually disintegrated into nothingness, or to 
take action and with a firm hand bring an end to practices that were preventing 
the objectives and purposes of Congress from becoming realities. 


D. WHAT THE COMMISSION DID TO FURTHER THE PURPOSES AND OBJECTIVES OF CONGRESS 
IN PASSING THE MOTOR CARRIER ACT 


Having decided to take action, and having been given broad powers by Congress 
in sections 202, 208 (a) (19), and 204 (a) (6) to prescribe rules and regulations 
governing the procurement of vehicles by authorized carriers, the Commission 
concluded that the time was ripe to prescribe rules and regulations implementing 
the basic purposes of the Motor Carrier Act. The Commission said (52 M. C. C 
675, 697) : 

“We conclude that the record herein warrants the prescription by us of reason- 
able rules and regulations governing the practices of authorized carriers in 
augmenting their equipment other than by purchase and in the interchange of 
equipment, * * *.” 

As pointed out before, the Commission found that the breakdown of regulation 
was directly attributable to the fact that the carriers under the guise of leasing 
were transferring their certificates to noncarriers. The trip-lease which was 
limited to a single journey contained no effective provisions to make certain 
that the carrier, and not the owner-operator, assumed the responsibility placed on 
carriers by the act. Trip-leasing has had the effect of changing the carrier into 
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a broker, and the noncarrier into a carrier. The practice of the carriers in divid 
ing their revenues with the owner-operators furthered the broker status, for the 
carriers were in many instances doing nothing more than collecting a commission 
for securing traffic for the non carriers. 

The simplest way to have dealt with the problem would have been to prohibit 
all leasing and require the carriers to use only carrier-owned equipment. But 
this would have eliminated the possibility of a carrier augmenting its fleet by 
renting vehicles when traflic was unusually heavy. A middle course was called 
for. 

The Commission concluded that not all leasing was objectionable, and that 
leasing under proper control was desirable. But the trip-leasing of owner- 
operated vehicles was from a practical standpoint inconsistent with, and de- 
structive of, regulation. Trip-leasing and the division of revenues with non- 
carriers were the sources of the disturbance, and if eliminated, it was hoped 
that the flexibility made possible by proper leasing could be preserved. 

Several of the States, Washington in particular, had earlier considered the 
problems incident in leasing, and concluded that a requirement that leases of 
owner-operated vehicles be for a reasonable term, and that compensation be 
paid on a use basis, i. e., so much per mile or per hour, ended the evils fostered 
by trip-leasing without destroying motor-carrier flexibility. 

The rules prescribed by the Commission have an overall objective of preserv- 
ing bona tide leasing while at the same time eliminating the transferring of 
certificates under the guise of leases to noncarriers. The key feature of the 
rules is the requirement that leases of vehicles driven by owners or employees 
of the owners thereof (as contrasted with employees of the carrier) shall be of 
less than 30 days duration (rule 207.4 (a) (1), 52 M. C. C. 675, 744). The 
second most important provision is the requirement that leased equipment be 
paid for on some basis other than a division of revenues (rule 207.4 (a) (5), 
52 M. C. C. 675, 744). 

What is the effect of these rules? Necessarily the rules eliminate the trip- 
leasing of owner-operated vehicles, and the payment of compensation based upon 
a division of the revenues. Owner-operated equipment may still be leased, but 
on a basis that will insure that it be used by the carriers in much the same 
manner as carrier-owned equipment. The period of 30 days will enable the 
sarrier to properly inspect the vehicle; to orient it into its regular operation, 
to provide for a return of the equipment to its starting point, rather than 
turning the owner-operator out on his own at the end of a particular trip; to 
supervise the operation of the equipment; to make certain that the safety rules 
are followed; and that the driver gets the required rest. Payment on a mileage 
basis, or hourly basis, will result in the leased vehicle being used on much the 
same basis as owned equipment rather than having the cost of operating the 
leased vehicle fluctuate widely, depending on the nature of the traffic handled. 

sriefly the effect of the leasing rules is that freight handled in leased equipment 
will be a bona fide operation of an authorized carrier rather than a law-evading 
broker-noncarrier arrangement. 

So that the rules may be kept in proper focus and their true purpose not dis- 
torted, it is well to note what the rules do not do. The rules do not prevent the 
carriers from augmenting their fleets, or prevent them from participating in 
bona fide interchange arrangements. The carriers may still: 

(1) Lease all of the equipment they want without drivers from truck rental 
concerns. 

(2) Lease from either carriers or noncarriers, equipment on a short-term or 
trip basis without drivers. 

(3) Lease equipment with drivers where the lease extends for more than 380 
days. 

(4) Purchase or build all the equipment the carrier desires and either have 
such equipment operated by the carriers’ own employees or by independent 
contractors. 


E. THE COMMISSION'S LEASING RULES ARE A REASONABLE AND PRACTICAL SOLUTION 
TO THE PROBLEMS TO WHICH THEY ARE ADDRESSED, AND ARE HIGHLY REGARDED BY 
VAST SEGMENTS OF THE NATIONAL ECONOMY 


Although, throughout the litigation both before the Commission and in the 
courts, it was readily admitted by all parties that widespread evils and evasions 
of law have existed under the prevaling leasing practices, it was contended by 
some that the prohibition of trip leasing woud be arbitrary and too severe, and 
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that lesser remedies should be adopted. Commenting on these contentions, Mr. 
Justice Reed in the American Trucking Associations case, supra, at page 317 said: 

“The relationship of these rules to the regulatory scheme they are designed 
to protect forms a basis for the answer to various allegations that certain 
rules are arbitrary. For our purposes, such an argument must mean that the 
Commisison has no reasonable ground for the exercise of judgment. In the 
instant case, such is not the situation; the evidence marshaled before the Com- 
mission plainly supports the conclusion that the continued effectiveness of its 
regulation requires the rules prescribed.” 

The Supreme Court, while not having the responsibility to determine what 
type of rules the Commission should have established, was nevertheless of 

he view that the rules adopted, considered in the light of the conditions that 
had been found to exist, cannot be criticized as being so severe as to be legally 
objectionable as “arbitrary.” The rules are therefore within the permissible 
range. This being so, the only issue is whether Congress should intervene 
and prevent the Commission from effectuating rules which it has found are 
urgently needed for the proper administration of the Motor Carrier Act. 

Now it must be kept in mind that the Commission in formulating these rules 
did not act hastily or upon scanty evidence. Just the opposite is true. Through- 
out the proceedings the Commission went all out to consider every facet and 
feature of the problem and how the difficulties could be solved without un- 
necessarily disturbing the flexibility of the motor carrier industry. The Com- 
mission’s judgment is therefore a considered judgment, but more than this, it 
is a judgment arrived at only after several years of study both before and 
during the investigation. And of course, the Commission has a recognized 
expertness in this field. 

In reaching its conclusion as to an appropriate solution, the Commission had 
the experience of the State of Washington where since 1935 leasing rules in- 
corporating all of the important provisions of the Commission’s rules had been 
on trial and had been found most satisfactory to the public, the State of Wash- 
ington’s regulatory agency, and perhaps what is most significant, to the motor 
earrier industry. The State of Washington in its brief to the Supreme Court 
of the United States advocating approval of the Commission’s rules stated: 

“It must be remembered that the State of Washington was a pioneer agency in 
the enactment of effective motor carrier regulation and as such has been highly 
successful in improving safety of operations upon the highways, the economic 
welfare of the motor carrier industry, and the dependability of motor carrier 
service. Generally the eleven Western States have followed the lead of Wush- 
ington and many have adopted similar safety and leasing regulations. 

“The State of Washington intervened before the Commission on behalf of its 
motor carriers mainly to demonstrate to the Commission that reasonable and 
sound leasing rules can and do work and the Commission so found in its order 
of May 8, 1951. 

“As stated at the outset, our primary reason for intervening as amicus curiae 
in this case has been to point out to this Court that leasing rules proposed 
by the Commission in its order of May 8, 1951, are no different than the leasing 
rules which have been in effect in our State for many years, and that such rules 
are practical, effective, and indispensable to intelligent regulation of the motor 
carrier industry, not only from the factor of safety of operations but from the 
standpoint of promoting sound economic conditions in the motor carrier 
industry.” 

* * * + * oe © 

“In later years the regulated carriers of the State of Washington themselves 
actually requested an increase in enforcement officers from 24 to 32 in the 
interest of better regulation, and have continually resisted any attempt to modify 
or change the present rules relative to leasing” (emphasis supplied). 

This statement of the State of Washington is most important for several 
reasons. Firstly, it is concrete evidence that rules of the type prescribed by 
the Commission have been in effect in several of the Western States—a large 
territorial area that is of great importance to the agricultural economy—and 
have had a salutary effect on the transportation industry. Secondly, the rules 
after being enacted, have been found desirable by the motor-carrier industry 
itself. Thirdly, the rules create no substantial enforcement problem. 

The State of Wisconsin also strongly advocated the adoption of Federal 
leasing rules including the provision ultimately incorporated in the Commission 
rules. 
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The State of Pennsylvania has had leasing rules, more restrictive than thuse¢ 
prescribed by the Commission, in effect since 1989 and its experience with the 
rules has been comparable to the experience of the State of Washington. In 
fact some 17 States have regulated the leasing of vehicles by carriers. It is 
also significant that after the Commission prescribed its rules several of the 
Eastern States, including New York, Ohio, and Michigan, began studying tv 
advisability of prescribing similar rules for operations in those States. 

So it can be said that from the standpoint of precedent and experience ther 
is every reason to believe that the Commission’s rules regulating leasing wi 
be just as successful and sound from a practical standpoint as their counterparts 
in the several States. It will be remembered that when the Motor Carrier Act 
was enacted, it was a relatively late comer in the field of motor-carrier regu 
lation since’ several of the States had earlier found a compelling need fo: 
regulatory legislation. The situation with respect to leasing is substantially 
the same. 

The Commission in prescribing its rules is not embarking on an uncharted 
course, for the trails have been blazed by the States. But the Commission had 
more than the experience of the States to encourage its efforts, for vast and 
important segments of the national economy for years have been advocating 
the abolition of trip leasing of owner-operated vehicles. 

At the several hearings these advocates of adequate leasing rules stepped 
up and gave voice to their views. They spoke for sound competitive condi- 
tions in transportation, for fair and adequate regulation, and for the abolition 
of law-evading practices that were unmindful of the public interests and the 
well-being of those earning their livelihood in transportation. Theirs was the 
voice calling for law and order to replace chaotic conditions that were making 
a sham of regulation. This group included a large number of the regulated 
motor carriers whose investments and desires to operate within the law were 
being seriously threatened by a relatively small but increasing group of carriers 
relying upon trip leasing. It included the labor unions whose jobs were being 
destroyed by the exploitation of owner-operators to provide cheaper transpor 
tation than could be furnished after the payment of fair and decent wages to 
carrier employees. It included the Bureau of Motor Carriers which felt that 
trip leasing was incompatible with proper regulation. It included State regu- 
latory agencies who were of the belief that the success with their rules offered 
promise for Federal regulation. It included owner-operators who had seen 
their small investments destroyed by their inability to bargain for adequate 
hire from the carriers. And it included the railroads. 

Why the railroads? Because the railroads, long responsive to public needs 
and requirements, and subject to the closest of regulation by the Commission 
found, as they had found prior to the passage of the Motor Carrier Act in 1935, 
that competition on a fair and equal basis is impossible if the motor-carrier 
industry can avoid proper and adequate regulation. The diversion of traffic to 
nonregulated motor carriers which began prior to 1935 has continued at an 
accelerated rate because the motor carriers have reverted to their pre-1935 
status through the device of the trip lease. But the newer diversion of traffic 
has been even more serious because the carriers using trip leases are largely 
interested in the longer hauls of the better types of traffic. Such traffic is the 
backbone of the American railroad system. 

If the motor carrier industry under fair and equal competitive conditions can 
divert that traffic from the railroads by reason of some inherent transportation 
advantages, then the motor carrier industry should have that traffic because 
the American public is entitled to the most efficient and economical transportation 
service. But if the motor carriers are diverting that traffic by their ability to 
repeatedly circumvent regulation, by the exploitation of owner-operators, and 
by widespread evasions of law, then in the interest of preserving their ability 
to serve the public and protecting their owners’ properties and the security of 
their employees the railroads must vigorously voice their objections to unfair 
competitive conditions. 

Additionally the railroads are interested in highway safety for they are large 
users of highway transportation in assembling and distributing less-than-carload 
freight in local areas. And their employees use the highways in their daily 
lives. Highway safety is important to the railroads. 

Mr, Justice Reed speaking for the Supreme Court in the American Trucking 
Associations case, supra, best summarized the destructive economic impact 
of leasing, and while his remarks are principally directed toward the adverse 
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effects on the regulated motor carrier industry, these remarks are equally ap- 
plicable to the effects that the leasing practices have had on the railroads. He 
said at pages 311 and 312: 

“But evidence is overwhelming that a number of satellite practices directly 
affect the regulatory scheme of the act, the public interest in necessary service, 
and the economic stability of the industry, and it is on these that the rules 
focus. * * * 

“Consequences on the economic stability of the industry were also noted. 
rhe carrier engaged in leasing practice is at the mercy of the cost and supply 
of exempt equipment available to him. Hence, he may at times find himself 
unable to undertake shipping obligations because no trucks are available willing 
to make a relatively unprofitable trip or to assume the burdens of less-than- 
carload service, Certilication is granted on a showing that a concern is fit 
and willing to provide nondiscriminatory service required by the public con- 
venience. To sustain this obligation, the authorized integrated carrier who 
finds his leasing competitor only willing to undertake the more profitable ventures 
may be obliged to rely on miscellaneous freight without compensating economic 
long earload hauls to sustain estimated profit margins, 

‘Use of exempt equipment by authorized carriers also tends to obstruct normal 
rate regulation. Schedules are traditionally grounded in costs. But the cost 
picture of a carrier who depends largely on leased equipment is far different from 
that of a carrier owning his own trucks. Not only is the latter able to under- 
take operations with relatively slight investment. As well, his current over- 
head involved in operating leased equipment is solely administrative, the owner 
of the exempt equipment bearing the expense of gas, oil, tires, wages and 
depreciation out of his share of the fee. And to refer to the exempt owner’s own 
expenses as determinative of what is a ‘reasonable’ rate would be manifestly 
impossible as long as the relationship between lessor and lessee are too tenuous, 
termed and informal and the compensation of each based on a division of 
revenue, 

“It is claimed that the practice in fact has had a demoralizing effect on the 
industry. Authorized carriers find it advantageous to expand their operations 
by leased equipment because of the fact that no investment is required, nor 
is the risk of empty return trips and other overhead incurred. Hence, carriers 
owning their own trucks face a fluid rate structure in competition with those 
specializing in use of exempt equipment, especially where such equipment is 
offered for a trip, as it often is, for expenses. There is thus a pressure on the 
certificated operator to enter the leasing field and hence expand the effect of these 
conditions and practices on efficient, safe and nondiscriminatory truck service 
which the act is designed to promote.” 


F. THE OBJECTIONS TO THE LEASING RULES ARE WITHOUT MERIT 


There are two principal groups opposed to the Commission’s rules. These 
groups include segments of agriculture and a relatively small part of the motor 
carrier industry. It is important to keep in mind that there are many motor 
carriers and motor carrier associations that actively sought regulation of trip 
leasing and that the motor carriers opposed to the leasing rules were largely 
responsible for the widespread violations of law which presently prevail and the 
frustration of regulation. 

Another witness deals with the contentions of the agricultural people. I shall 
answer the arguments of the motor carriers supporting this legislation. 

It is their view that trip leasing reduces the cost of providing transportation 
and increases flexibility. The substance of this argument reduced to essentials, 
is that regulated motor carrier transportation is more expensive to operate 
if it cannot function part, or all of the time, beyond, or outside of regulation. 
The same argument, it will be remembered, was advanced in an effort to convince 
Congress that the passage of the Motor Carrier Act would increase the costs of 
transportation. Ironically, it was the need of the public for reduced transporta- 
tion charges that first brought about regulation of American transportation. 
So on the one hand we find the desire for lower transportation charges bring 
about regulation, and on the other hand, the same desire urging the destruction 
of regulation. 

Low transportation charges dependent upon the carrier having available cheap 
transportation is not necessarily in the best interests of the public. If the 
rendition of transportation at low cost is made possible by the exploitation of 
the unprotected owner-operator; if it results in the destruction of nondiscrimi- 
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natory service by promoting the picking and choosing of the better type of 
traffic, to the disregard of the less desirable shippers’ business; if it results 
in the diversion of the better types of traffic to carriers operating unlawfully, 
to the detriment of law-abiding carriers providing standby nondiscriminatory 
service to the public at reasonable charges; and if it results in excessive high- 
way dangers and abuse, it is not in the public interest but contrary to and 
destructive of every dictate of fair, economical, sound, and safe business dea}- 
ings. Low-cost transportation is only desirable when it can be maintained accord- 
ing to the standards which Congress has said must exist if the national trans- 
portation policy is carried out. 

What about the argument that motor-carrier flexibility is dependent upon 
trip leasing? As pointed out before, the leasing rules prescribed by the Com- 
mission do not prohibit a carrier from leaving vehicles to supplement its fleet, 
A carrier may still lease vehicles to be driven by their owners if the lease is 
of 30 days’ duration or longer. The only thing proscribed by the rules is the 
trip leasing of owner-operated vehicles which has over the years undermined the 
regulatory schemes established by Congress in the Motor Carrier Act. 


CONCLUSION 


From what has been said, it appears that in considering H. R. 3203 this 
committee is at the threshold of a vital and far-reaching determination. Shorn 
of adornments and reduced to bare essentials, the determination that must be 
made is the very same that brought about the most careful and thoughtful 
consideration by the Interstate Commerce Commission. The determination is: 
Shall the Commission exercise control over regulated transportation by the 
abolition of law-evading and regulation-destroying practices made possible by 
the trip lease of owner-operated vehicles owned by noncarriers and thereby 
carry out the purposes of the Motor Carrier Act; or shall the Commission be 
compelled to stand aside and allow the regulated motor carriers by the un 
limited use of the trip lease to destroy the regulatory scheme and thereb) 
jeopardize the well-being not only of the public, the railroads, but also itself? 
To approve this legislation is to approve the destruction of regulation as estab- 
lished by the Motor Carrier Act. There is no other way to view the determina- 
tion that is before this committee. 

The Cuatrman. If there is no one else to be heard, I will now hear 
our friend who said his remarks would be confined to 3 or 4 minutes. 
You were so gracious in that we will not hold you exactly to that. I 
doubt if you could do it as well as you would like in that time, and I 
want you to feel free to present your matter. 

Mr. Drent. Thank you, Mr. Chairman. 


The Cuatrman. Not taking undue advantage of the committee. 


STATEMENT OF MILTON E. DIEHL, WASHINGTON, D. C. 


Mr. Dient. My name is Milton E. Diehl. I am an attorney-at-law 
with an office in Washington, D. C. I live in the free State of 
Maryland and I am the adopted son of Mr. Hale’s State of Maine and 
I am enjoying your Garden State of New Jersey on visits . 

The Cuatrman. You will continue to enjoy it if you go there. I 
understand you were secretary to Mr. Eastman. 

Mr. Drent. I had the privilege for 21 years of working with Mr. 
Joseph E. Eastman, from 1923 until he died. I was his stenographer 
and secretary and later became his counsel, and I was his assistant 
general counsel as Federal coordinator when the bill which resulted 
in the passage of the Motor Carrier Act of 1935 was under considera- 
tion by this committee and by Mr. Eastman. I had the pleasure of 
working upon it on many occasions and sitting at his elbow as he 
testified before the various congressional committees, including this 
one. 





TRIP LEASING 379 


The Carman. You had a rare privilege to have the close associa- 
tion with a man of the ability and vision that characterized Mr. 
Eastman in his entire service. 

Mr. Drent. I agree with you, sir. It gives me pause when I think 

ibout it and hear you say that. 

In the first place, I should like to clarify what I feel is some con- 
fusion as to what was really intended by the agricultural exemption 
n section 203 (b) (6) of part Il of the Interstate Commerce Act. 
You have been told by many witnesses that it was — intention to per- 
mit a farmer to haul his own produce to market, buy what he wanted 
to consume on the farm, and haul it back to his home. That, I submit 
to you, is without any logic whatever. It is strictly private trans- 
portation. He could haul anything that he owned cave hate in any 
direction without an exception. ‘The farmer was given what was 
known as an occasional and reciprocal exemption in another provision 
of the same law which would cover hauling occasionally for his neigh- 
= But the Commission will tell you, if you should do it, more 

han three times in a month you are engaging in the transportation for 
‘ire and must secure authority so to do. 

But the exemption provision in section 203 (b) (6) is a constant 
protection and was intended to protect the people who produced these 
perishables and other farm products, to assure prompt transportation 
without any restriction whatever, and the exemption was put in there 

as to make it exempt no matter who owns the commodities or who 
havile the conmmoaities. It is the transportation itself which is exempt 
| wanted to be sure that I got over to you what I think Mr. Eastman 
and the Members of Congress had in their minds at the time they were 
considering the agricultural exemption, and I think I have truly 
stated it, at least as Mr. Eastman understood it at that time. 

I would also like to call attention to another item in connection with 
the agricultural exemption. The present rules, although not yet 
effective, may be put into effect by the Commission any day. I should 
like to call attention to the fact that while the Commission says it will 
not be effective—and the railroads and the rest of the opponents of the 
billemphasize that the restrictions will not be effective for agricultural 
haulers for 6 months—they overlook the fact that in the very rules 
whic h give the 6 months’ leew: ay there are other restrictions which 
become effective immediately that the rules become effective upon 
anybody. 

The Cuamman. Right at that point, permit me to say this: I would 
regret exceedingly if the Interstate Commerce Commission would 
ignore the fact that this committee is making a study of this matter 
and would make any portion of it effective until we have had the 
opportunity to give full consideration to it. 

Mr. Drent. I am very glad to hear you say that, Mr. Chairman, and 
| trust the Commission shares your feeling i inthe matter. I, however, 
am not informed. There are various petitions pending, s some of which 
mention the fact that legislation is under consideration. But we have 
no way of knowing whether the Commission considers that of suffi- 
cient importance to delay the effective date of their rules. I trust 
your feeling in the matter is shared by the members of the Commission. 

In that connection, T would like to point out that at no time when 
the Commission reached its decision in this case was there a unanimity 
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of opinion. It has been by a divided vote on every occasion excey 
when Division, which is the Motor Carrier Division, issued its orig 
inal order. I might say that original order did not do the things 
that the rules now proposed to be put in force do with respect to tri) 
leasing, with respect to the method of compensation or with respect to 
restricting the agricultural exemption. 

The Cuatrman, I think it would be appropriate, if you would care 
to do so, to insert in your statement at this point just what informa 
tion you have to sustain the statement that you have just made, that 
there has not been unanimity of action on the part of the Commission 
except in the instance to which you referred. 

Mr. Dreux. Perhaps I did not make myself clear. I meant with 
respect to the adoption of the report and order containing the rules 
in Ea Parte MC-43. Division 5, a three-member division, was unani 
mous in its original decision, with which we had no great quarrel. 
When the matter on reargument and reconsideration went to the entire 
Commission, it was passed upon by 7 of the 11 members. One member 
wrote what he called a concurring opinion, but I think if you will 
read it, Judge Lee, of Idaho, it is clearly a dissenting expression. The 
other members did not participate in the final decision wherein the 
Commission adopted the rules that we are here talking about. 

Mr. O'Hara. You mean the other 4 or the other 6 of the 7? 

Mr. Dieni. No. As I recall it, sir, 7 members out of the 11 voted 
for the rules. One member filed a separate expression, making 8, and 
the other 3 members did not participate and were noted at the bottom 
of the opinion as not participating in the decision. 

The Carman. What about the 3 that were in division 5; did 
they participate / 

Mr. Dreut. Unfortunately, 2 of the 3 who are on division 5 did not 
participate in the final decision, and the 1 member who filed a separate 
expression, was the third member of division 5, being Judge Lee, who 
is the chairman of it. 

So the Supreme Court was not the first body to be divided as to its 
thoughts in the matter. 

The Cuarrman. What was the division in the Supreme Court? 
Mr. Dient. Mr. Justice Black, I thought, filed an excellent dissent 
ing expression in our favor and he was joined by Justice Douglas in 

that expression. 

Mr. Hate. If I understand you correctly, the ICC was not actually 
divided the way the Supreme Court was, but three members abstained 
and one member filed a separate opinion which he did not call dis- 
senting, but which you say 1s. 

Mr. Drent. That is my recollection of it, sir. You are right. | 
should like also to point out that while there has not been much 
mention of it here, the provision of the rule forbidding division on 
the basis of percentage between the lease owner and the carrier is 
effective not only as to these so-called trip-leases or 30-day leases, 
but it prohibits—if I lease equipment for 5 years, I am not allowed 
to divide the earnings of that equipment with the owner thereof as a 
method of compensating si aid owner for the use of it. The two are not 
hooked together. They do not necessarily follow each other. 

Mr. O'Hara. What would be the effect of that? 

Mr. Drent. The effect is that many long-standing arrangements of 
clients of ours who lease annually or for continuous ‘periods renewable 
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annually, have to renegotiate and try to find some method of com 
pensating these folks that will be satisfactor y to them as well as the 
certificated carrier 

The present method has been apparently considered quite agree- 
able by all concerned. It has been going on for many years, even 
before the Motor Carrier Act was passed by it. 

My clients tell me they feel in that fs ashion it is a joint venture. In 
other words, they will share alike in the thing. In good times they 
will make well, and in bad times they will take the bad with the 
good. 

These people who own this equipment are investigators who expect 
to make money, but they don’t expect to get a 30-day rental for a 
|-day use of a unit. They are businessmen. They are not gypsies 
such as you have had described to you here. I know 2 or 3 of them 
who have children in college and others that have substantial homes 
of their own. Some of them have small farms. This is more or less 
a sideline for those. 

There are others who engage strictly in the business of owning 
and operating these units. There are others who engage in the busi- 
ness of owning these units and leasing them without drivers. There 
are all sorts of ar rangements ‘here. But I want toe mphasize the fact 
that when we take a unit, even though we take it for 5 years, we are 
not allowed to compensate on the basis of a percentage of the revenue 
earned by that very unit. 

Mr. O*Hara. Did the Supreme Court sustain that? 

Mr. Dieut. Yes, sir. The majority of the Supreme Court did. 

The Crarmman. May I ask a question to clarify my mind on a 
point? Suppose a 30-day lease is entered into under this rule with 
some farmer who has brought his product to market, would that pre 
clude him from making a lea ise With anyone else, and would it pre 

clude him from utilizing that truck in his own business during that 
30-day period, or would he be continually subject to the company that 
leased ¢ 

Mr. Dien. Necessarily he is subject to the company, otherwise the 
company is violating the law because it is violating the rule. I sub 
mit what Mr. Preston said was the clear evidence as to the need of 
certain rules, and Mr. Matthews explained how easy it would be to 
go ahead about the business, the business put the word exclusively in 
the rule, exclusively in the control and operation of the contracting 
party. I can’t think of a more exact word that would exclude it from 
anybody else’s use. 

Mr. O'Hara. Mr. Diehl, how did they arrive at the 30-day period ? 

Mr. Drent, Mr. Congressman O'Hara, I do not know. I have been 
in this case since we had a prehearing conference to determine when 
we would start hearings on these rules before the ICC. I suspect it was 
just like fixing the speed limit. You can’t tell whether 41 miles is more 
dangerous than 39 or 40, but you have to fix it somewhere, so they 
reached an arbitrary 30 days. I can think of no other reason. I say 
that because the opinion of the Commission is devoid of any discussion 
as to the fixing of the period specifically. 

Mr. O'Hara. Is there any doubt in your mind what the effect of that 
30-day leasing so far as the general use of agricultural trucks or leas 
ing is concer ned as tot aking ‘them away from the farm owner ?—If he 
has to enter into such a lease. 
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Mr. Drent. There can be no doubt but what you say is exactly right. 
I might add that many of the people who were sponsoring these rules 
were driving at just that situation, to try to drive that agricultural] 
boy out of business because they called him a gypsy. There can be no 
doubt but that will be the effect. If you tie up that equipment coming 
out of Florida into New York for 30 days, what will be the effect? 1 
has got to be that the agricultural products won't move, or else othe 
trucks will have to be put into Florida to move them back and put twice 
as many trucks on the road. There can be no doubt about that. |] 
think any fair-minded person must readily admit that must necessarily 
follow the application of these rules. 

The CHatrman. Do you think the effect of the rule is to say to the 
farmer who has been availing himself of this trip-lease custom, as far 
us the future is concerned, here is your hat, what is your hurry ¢ 

Mr. Dreut, Yes, sir. It is going to do this: It is going to say to the 
farmer, XY company has a ceriificate to operate into your community 
and run into the Chicago market. You call their office over in Sioux 
City, Iowa, and tell them you have a truck load of vegetables to go 
tomorrow morning at 4 o’clock and maybe if they have equipment they 
will come over and get it. It will eliminate these people who for 
years have been doing the business of these agricultural people. They 
will operate in a general territory. They move with the crops as they 
ripen and the harvests occur. They know the people they do bus! 
ness with. It will eliminate from them the picture altogether. 

Mr. O’Hara. Do you have any way of knowing or making any esti 
mate that the seasonal crops which are subject to being moved quickly, 
what the effect of this order will be on that type of farm product / 

Mr. Dreut. I would suggest to you that attempting to prescribe a 
regulation which would suit every one of these quick needs would be 
insurmountable. The only thing we can see at the moment is that we 
know that we know what the impact will be if this rule goes in and 
that is the reason we are against the rule and for this legislation. ; 
don’t know any method of calculating how long the vegetables i 
Virginia will require to harvest or the peanuts or tobacco or the ¢ ros. 
The citrus in Florida, I agree with you, is rather an extensive zone. 
I might point out that even with that extensive zone, it is different 
sections of Florida. Harvests occur here and then they move here 
and harvest. It is not a stationary thing like pumping water out of a 
well that all comes out of the same spigot time after time. It is a 
moving thing. These people must be free with a degree of elasticity 
to move with it or their crops and benefits of the trucking industry and 
technological advances in it are completely lost to mankind. 

Mr. O’Hara. That would be true of the vegetable and garden farms 
in the far West, Middlewest, and East as well. 

Mr. Drenw. Certainly. It is true in Texas with the citrus. It is 
true in Michigan with the cherries. It is true in any place that you 
grow a crop that gets ripe with the weather and you can’t tell when 
it will get ripe, but when it gets ripe it has to be moved immediately 
or else it depreciates in value. I know of no rule except to leave it to 
the devices that they have developed over years and years of doing it. 

The Cxareman. Mr. Diehl, how long do you think you have occu- 
pied the attention of the committee ? 

Mr. Drent. Mr. Chairman, I am going to try to cover a couple of 
points quickly. I am afraid I get to answering questions— 





TRIP LEASING 383 


The CHarrman. It is now nearly a quarter of six and you have 
been on the witness stand nearly 20 minutes. I know it has gone very 
quic ‘k ly. } ; 

Mr. Dieut. I do not wish to impose upon the Chairman or anyone 
else on the committee. You have been extremely patient with myself 
and other witnesses. 

The Cuarrman. And we will appreciate, too, that you may feel free 
to add anything to your statement that you may wish because we re 
alize that we have pressed you and have asked you questions that did 
not give you a full opportunity to say everything you wish. So if 
there are any remaining points, feel free even though that ends so far 
as today’s session is concerned, that does not preclude you from mak 

¢ your statement just as fully as you wish. 

Mr. Drent. Thank you very much, Mr. Chairman. I will take 
idvantage of that and I will now close. 

The Cuarrman. You said you had 2 or 3 other points. 

Mr. Drent. I can put them in the supplemental memorandum if I 
am ae so to do. 

The Cratrman. Yes. I do not want you to feel what I have just 
said would preclude you from stating those points if you wish to. 

Mr. Divi. It doesn’t, but I realize we are all getting a little tired 
and I would like to get back out in the country. 

Mr. O'Hara. Let me say, Mr. Diehl, as long as you are looking at 
the beauties of New Jersey, I invite you to come up to see the beauties 
of Minnesota. 

Mr. Dizut. That is something I was looking forward to for years. 

‘he trouble is when I was with Mr. Eastman we never had a chance 
togoup there. We went to other places. 

The CHarrman. There is a possibility that the committee may wish 
to hear a representative of the Acriculture Department, also a repre- 
sentative of the Interstate Commerce Commission. I will not be able 
to make any announcement of that at this particular time. I hope 
the committee will consider what has been said so that if and when 

do have any hearing with representatives of those two depart- 
ments, one in favor of the legislation and the other opposed to it, 
that we will be able to question them objectively on the basis of what 
we have heard in the way of testimony from the proponents and the 
opponents of this legislation. We thank every one for the patience 
they have had. We appreciate the help you have given. We assure 
you the committee will give it very careful consideration. 

(Mr. Diehl’s supplemer ntal statement follows :) 


SUPPLEMENTAL STATEMENT ON BEHALF OF Motor Carriers LEASING CONFERENCE 


I. PARTICIPATION OF MOTOR CARRIERS LEASING CONFERENCE IN THE HEARINGS BEFORE 


THE HOUSE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 
. 


The Motor Carriers Leasing Conference, an organization of 21 class I motor 
common carriers engaged in transporting property in interstate and foreign com- 
merce, including among its membership some of the largest motor carriers oper- 
ating in the United States, filed a statement in support of the proposed bill prior 
to the beginning of the hearings and at the hearing on April 21, 1953, submitted 
the testimony of witness Howell Ellis, attorney at law, of Indianapolis, Ind., 
general counsel of the conference, and at the hearing on April 24, 1953, the 
testimony of witness Milton E. Diehl, attorney at law, of Washington, D. C 
assistant counsel. 
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Il. PURPOSE OF THIS SUPPLEMENTAL STATEMENT 


The position of the Motor Carriers Leasing Conference and the members 
thereof in support of the proposed legislation was set out in the original state 
ment and amplified by the testimony of the two witnesses above referred to. 

The purpose of this supplemental statement prepared at the conclusion of a!] 
of the testimony, excepting that of the Interstate Commerce Commission, is to 
assist the committee in connection with certain matters which arose during the 
progress of the hearings. Approval of the chairman of the committee for th, 
filing of this supplemental statement was obtained. 


Ill. AMENDMENT OF H. R. 3208 SO AS TO PROTECT ONLY PERSONS ENGAGED IN 
ONE-WAY TRANSPORTATION OF AGRICULTURAL COMMODITIES UNDER THE AGRI¢ 
TURAL EXEMPTIONS OF PART IT OF THE INTERSTATE COMMERCE ACT TO PERMIT THE 
TRANSPORTERS OF SUCH AGRICULTURAL COMMODITIES TO LEASE THEIR VEHICLES 
FOR THEIR RETURN TRIP TO FOR-HIRE MOTOR CARRIERS UNHAMPERED BY PRO 
HIBITORY RULES AND REGULATIONS OF THE INTERSTATE COMMERCE COM MISSI 
WILL NOT SOLVE THE PROBLEM WHICH HAS BEEN PRESENTED TO THE COMMITTE! 


Throughout proceedings before the Interstate Commerce Commission pre 
ceding the issuance of the Commission leasing order of May 8, 1951, and in lega 
proceedings involving said order thereafter before the Federal courts, includ 
ing the Supreme Court of the United States, the Motor Carriers Leasing Confer- 
ence has worked and cooperated closely with the Secretary of Agriculture and 
his distinguished staff in connection with this matter, No one, we believ: 
understands more fully than we the imperative necessity of thwarting the at- 
tempts of the Interstate Commerce Commission to hamper, restrict, and nullify 
the will of Congress as expressed in the agricultural exemptions included in part 
II of the Interstate Commerce Act, The proposed legislation will provide such 
relief for agriculture and it will also protect the members of this conference and 
other for-hire motor carriers in the United States using leased equipment from 
a similar attempt on the part of the Interstate Commerce Commission to thwart 
the expressed will of the Congress as set out in the proviso of section 208 of part 
II of the Interstate Commerce Act wherein Congress specifically forbade the 
Commission to restrict the right of motor carriers to augment their equipment. 

As pointed out in our original statement filed with the committee, the members 
of this conference own thousands of pieces of motor-vehicle equipment and have 
millions of dollars invested therein but, in order to assure the free flow of inter 
state and foreign commerce by motor vehicle, must supplement their fleets by 
the use of leased equipment. Equipment used for the one-way hauling of agri- 
cultural commodities and operated by for-hire motor carriers under lease for 
return movements of general commodities is not sufficient to meet the needs of 
for-hire carriers for leased equipment and is not available for movements in 
many directions where the use of leased equipment is absolutely essential for 
continuation of existing motor carrier service. Particularly is this true in 
connection with the transportation of commodities involved in the national 
defense program which constitute a large portion of the business of many of 
the members of this conference and other for-hire motor carriers. The opera- 
tors of equipment transporting exempt agricultural commodities, when leasing 
their vehicles to for-hire motor carriers for return trips, are interested pri 
marily in returning to the section of the country where the agricultural com 
modities originated. 

To meet this additional and most important requirement of for-hire carriers 
for leased equipment not covered by the vehicles used in the one-way trans 
portation of agricultural commodities there has developed a large pool of equip 
ment under the ownership of individuals who are in fact small-business men. 
Some of these individuals are the owners of one vehicle, some own small fleets 
ranging from 5 to 10. These small-business men, many of whom are veterans 
of World War II, as disclosed by evidence before the Interstate Commerce Com 
mission, have been contemptuously described by certain opponents of the pro- 
posed legislation as “gypsies,” implying, apparently, that they are individuals of 
no substance and generally violate State and Federal laws. Others have referred 
to these individuals as “itinerant truckers.” Whatever name may be applied to 
them cannot change the fact that generally they are reputable American citizens 
engaged in meeting an essential equipment demand of the for-hire motor carriers 
of the United States. Just as there are occasional law violators in all other 
walks of life, so there are such persons in the ranks of the transportation industry 
but, as in other businesses, they constitute an infinitesimal minority. 





TRIP LEASING 385 


[he members of this conference and other for-hire carriers utilizing leased 
equipment have for years, and do now entrust the owners of such leased equip- 
ment with truckloads of various commodities having a value always of many 
thousands of dollars and sometimes, particularly in defense transportation, hav- 
ing a value in excess of $1 million per truckload.’ The record made before the 
Interstate Commerce Commission does not show the loss of one dollar to the 
Government of the United States by reason of leasing practices of for-hire 
carriers. The committee will recall that such leasing practices were mandatory 
on the part of motor carriers under orders of the Office of Defense Transportation 
promulgated by the late Joseph B. Eastman during the critical period of World 
War II, in order to insure the maximum use of available motor vehicle equip- 
ment. Certainly this committee cannot believe that the members of the Motor 
Carriers Leasing Conference and other for-hire motor carriers would daily en- 
trust hundreds of truckloads of valuable cargoes to owner-operators who lease 
their vehicles to for-hire carriers, if such owner-operators as a group fall within 
the description of “gypsies” as testified to by certain opponents of the measure 
in the course of these hearings. In this connection the members of this confer- 
ence alone transported 85,000 truckloads of valuable cargo in the year 1952 
hy the use of trip-leased equipment. If the owners and operators of such equip- 
ment were in fact notoriously irresponsible law violators, as some of the op- 
ponents of the bill would have vou believe, the members of this conference would 
long since have been out of business by reason of the claims they would have 
had to pay in connection with the 85,000 truckloads of valuable cargo so trans- 
ported in the year 1952. Likewise, if such leased vehicles were continuously 
involved in highway accidents, as some would have you believe, it would be im- 
possible for the members of this conference to obtain public liability insurance 
on their operations which insurance they now have and which covers every 
single trip-lease unit engaged in supplying equipment to the members of this 
conference in accordance with existing insurance requirements of the Inter- 
state Commerce Commission. In this connection it should be recalled that the 
undisputed factual evidence submitted to the Interstate Commerce Commission, 
taken directly from reports to that Commission and to insurance companies, 
showed that trip leased equipment has fewer accidents per 100,000 miles operated 
than company-owned equipment. Such evidence is based on actual experience 
and not on “informed speculation” which the Supreme Court of the United 
States declared the Interstate Commerce Commission used in arriving at the 
basis for its findings in Pe parte MC—43. 


IV. PERCENTAGE METHOD OF COMPENSATION FOR LEASED VEHICLES 


Many of the least agreements and contracts between owners of leased equip- 
ment and the members of this conference provide for a payment on a percentage 
of the revenue earned in the operation of such vehicle while under lease. Such a 
division of revenue is one of the oldest, long-established and most favored prac- 
tices in the motor carrier industry. It was in existence long before any regu- 
latory powers were conferred upon the Interstate Commerce Commission, by 
the Motor Carrier Act of 1935, now part II of the Interstate Commerce Act, and 
has continued since that time. 

Under this sort of arrangement carriers, such as the members of this confer- 
ence, compensate the owner of the vehicle for its use under lease, by the pay- 
ment of a percentage of the revenue earned by the vehicle. This is the fairest 
and most practical method of making such payments which could be devised. 
If the vehicle hauls a load of highly rated commodities which produce a high 
earning of transportation charges, then the lessor shares in the freight charges 
paid on a proportionate basis with the carrier. If, on the other hand, the leased 
vehicle is used for the transportation of a low-rated commodity producing a less 
amount of revenue from freight charges, then the owner of the vehicle shares 
the lesser amount on a proportionate basis with the carrier. 

Since a large number of lease arrangements of the members of this conference 
and other for-hire motor carriers and particularly long-term leases, are on 
this basis, which is the basis desired by the owners of the vehicles themselves, 
the effect of the prohibition contained in the rules set out in Hx parte MC-43 
results in almost as complete a ban on long-term leasing as the 30-day rule 


1A single truckload of certain types of defense materials may have an enormous dollar 
value. Certain members of this conference have transported such valuable truckloads 
particularly during World War II. 
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does on trip leasing. We should like to emphasize that the rule under discussi 
applies to both trip leases and long-term leases. 


V. CERTAIN ERRONEOUS ARGUMENTS OF OPPONENTS OF H. R. 3203 


It has been suggested to this committee that the public has no insurance pr 
tection in the case of a highway accident occurring when a trip-lease vehicle 
has been released from the service of one carrier during the interim, if such 
there be, before the vehicle is leased to another carrier. 

Many large insurance companies have devised and are selling a special ins 
anace policy for the protection of the public to the owners of vehicles whi 
are normally leased for long or short periods of time to cover movements of 
said vehicles during the interim occurring between leases to motor Common 
carriers. Experience with this type of insurance has been so favorable that the 
statutory protection required for the public by the several States and by the 
insurance requirements of the Interstate Commerce Commission may be ob 
tained at an insurance rate that is in nowise burdensome upon the owner-operat: 
and for that reason many owner-operators carry such insurance. 

The statements of such opponents of the bill ignore, as the Interstate Co1 
merce Commission chose to disregard, the financial responsibility laws of the 
several States. Such laws, which also involve the issuance of license plates and 
drivers’ licenses, fully protect the public in case of highway accidents during 
such interim We pointed this out to the Interstate Commerce Commission 
and requested the Commission during the course of the hearings before it to 
compile complete information, through its extensive facilities, concerning th 
extent and scope of such laws. While diligent in obtaining information and 
making surveys in support of its position against leasing, the Interstate Com 
merce Commission did not make the investigation of financial responsibility laws 
which we requested. We did submit evidence on this subject to the Commission 
including the financial responsibility laws of certain States as typical and thx 
oral testimony of the president of one of the members of this conference which 
operates in 13 States that similar laws were in effect in all the States where the 
operations of that member of this conference were conducted. We respectfully 
direct attention of the committee to the fact that these State laws generally 
provide for complete public protection during the time ower-operated vehicles are 
not under lease to a motor carrier and protected by the insurance required by the 
Interstate Commerce Commission. If the State law is not complied with the 
driver’s license and the license plates of the owner and operator of the vehicle 
are taken from him by the State. Under certain of the State laws the vehicle 
itself is impounded. 

Even if such State laws were not in existence, the hazards to the public of 
highway accidents during the interim between the use of such vehicles under 
lease by one carrier before it is leased by another have been grossly exaggerated 
to this committee because such vehicles are in almost continuous use and as soon 
as one trip is terminated and the driver has completed his rest under the hours 
of service regulations, the vehicle is then leased to another carrier. It is a 
matter of common knowledge that the terminals of large for-hire trucking com- 
panies using leased equipment are generally located in the same section of the 
cities which they serve so that the travel upon the public highways of such 
vehicles while under the control and responsibility of the owners themselves is 
often negligible and in instances where the carriers use the same or a union 
truck terminal, which is often the case, the vehicle is never upon the public 
highways at all during the interim. 

Those who oppose trip leasing and advocate the establishment of a minimum 
period of time for which a vehicle may be leased, such as the 30-day rule which 
the Interstate Commerce Commission would enforce, apparently have overlooked 
the fact that at the expiration of such lease, regardless of the period thereof, 
the same hazard of highway accidents during the interim before a new lease is 
negotiated would exist at the expiration of a 30-day or any other definite period 
lease as at the expiration of a trip lease for one or two days were it not for the 
fact of the State financial responsibility laws to which we have directed 
attention. 

It has been suggested to the committee by certain opponents of the bill that 
leasing of vehicles by for-hire carriers is a method of giving rebates to shippers. 
In connection with the type of leasing engaged in by the members of this confer- 
ence and other for-hire carriers which we are discussing, such a situation is a 
figment of the imagination on the part of those suggesting it. The rates of for- 





TRIP LEASING 387 


hire motor carriers, including the members of this conference, are all on file 
with the Interstate Commerce Commission and it is a violation of law, for which 
suitable penalties are provided, to charge anything less than such rates or to 
rebate to shippers. The use of leased vehicles in the manner discussed here has 
no bearing upon the giving of rebates to shippers one way or another and it is 
now just as unlawful to give a rebate to a shipper in connection with the move 
ments of his commodities on a leased vehicle as it would be for the movement of 
his commodities on a company-owned vehicle regardless of the leasing rules con 
tained in Ea parte MC-43. If any possibility for rebating exists in connection 
with any type of leasing, it is with the lease of vehicles by a carrier to a shipper 
for private carriage by the shipper instead of with the leasing of vehicles for 
the purpose of augmenting the carrier's fleet. The members of this conference 
and the for-hire carriers we are discussing do not lease vehicles to shippers and 
the proposed bill in no way relates to any such situation. One of the rules in 
the order of the Commission in Ex Parte MC—43 prohibits the for-hire carrier 
from leasing equipment to shippers and nothing in H. R. 3203 would prevent the 
Commission from applying such a rule. 

It has also been suggested to the committee that there is often divided respon- 
sibility in connection with the operation of a leased vehicle because it is alleged 
such leased vehicle frequently transports at one time shipments for two, three or 
more motor carriers. This just does not happen. We do not say it has never 
occurred because it is possible to discover rare instances of almost anything but 
we do say without fear of successful contradiction that in the case of the 85,000 
trip leases above referred to, entered into by the members of this conference 
during the year 1952, that there was not one instance where more than one motor 
carrier was involved. Generally leased equipment is used for the transportation 
of truckload movements of a particular carrier and while such truckload often 
includes various less-truckload shipments of that particular carrier to make up 
the full truckload, less-truckload shipments of more than one carrier are not 
transported in the same vehicle. In fact, counsel preparing this memorandum, 
with more than 20 years’ experience in connection with the trucking industry, 
have never known of a single proved instance in which the circumstances under 
discussion actually occurred, except during World War II when such practice 
was required by order of the Federal Government as promulgated by the Office 
of Defense Transportation. If the Interstate Commerce Commission believes 
that such practice is prevalent or is likely to occur, a very simple rule could be 
adopted prohibiting the transportation of the freight of more than one motor 
carrier in one vehicle whether such vehicle is company-owned or leased. 


VI. POSITION OF THE VARIOUS PARTIES WHO HAVE APPEARED BEFORE THE COM MITTEI 


We do not here question the position of anyone who has appeared before your 
committee either in support of, or in opposition to, the proposed legislation for 
we concede they have a perfect right in America to take any position they may 
elect, selfish or eleemosynary. We do not ask your committee to consider the 
motive of the parties appearing before you in determining the weight to be given 
to their statements made either in support of or in opposition to the bill. In the 
first instance we frankly admit that our participation in these proceedings is a 
matter of self-preservation. We feel that the business of the members of this 
conference, built up over a long period of years under practices antedating 
Federal regulation, will be seriously jeopardized and damaged and mayhap some 
of the members of this conference will be forced out of business altogether. 
The Supreme Court of the United States told us in effect it was just “too bad” if 
we were forced out of business by the harsh, drastic, and unworkable leasing 
rules and regulations of the Interstate Commerce Commission. We do not believe 
that we will receive such an answer from the Congress of the United States. 

In addition, however, to our interest in the continued operation of the businesses 
of the members of this conference, we are concerned with our obligation as com- 
mon carriers to provide adequate service to the shipping public which cannot 
be done without augmenting existing fleets by the use of leased equipment. We 
are also interested in seeing that the mandate of Congress expressed in the 
purpose clause of the Interstate Commerce Act is carried out, to wit; that the 
inherent advantages of all types of transportation be preserved for the public 
interest and the national defense. The banning of the use of leased equipment 
destroys one of the most important inherent advantages of the motor-carrier 
industry, that is, its flexibility, and ability to handle shipments expeditiously, 
efficiently, economically, and safely. 
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The motives of the Secretary of Agriculture in supporting this legislation are 
certainly well and clearly known to all. The Secretary is attempting to prevent 
the Interstate Commerce Commission from nullifying the agricultural exemp- 
tions which Congress deliberately and after being fully advised wrote into 
the law. The position of the Secretary of Agriculture in connection with the 
attempt to nullify the agricultural exemptions is exactly the same as that of the 
members of this conference in connection with the attempt of the Interstate 
Commerce Commission to nullify the proviso of section 208 of part ITI of the 
Interstate Commerce Act wherein Congress expressed as its will that authorized 
motor carriers shall be allowed to augment their equipment without restriction 
Certainly it must be conceded by all that the Secretary of Agriculture and his 
distinguished staff are acting in what they believe to be the public interest. 

As to the motives of certain of those opposing the legislation, we believe they 
are apparent to the committee but we desire to pinpoint the situation as to 
certain of such parties. Throughout the proceedings before the Interstate Com 
merce Commission, the courts, and this committee, perhaps the most vociferous 
opponents of leasing, when engaged in by motor carriers, have been the rail 
roads. It should be remembered that the railroads carefully, adroitly, and un 
conscionably as we view it, persuaded the Interstate Commerce Commission t 
exempt them from all of the rules and regulations governing leasing practices 
here involved when the railroads or their subsidiaries operate leased motor 
vehicles as motor carriers. The railroads and their subsidiaries today carry o: 
very extensive motor-carrier operations throughout the United States unde 
certificates of public convenience and necessity granted to them by the Inter 
state Commerce Commission using large numbers of leased vehicles. While one 
group of railroad lawyers appeared before the Interstate Commerce Commis 
sion urging and were successful in obtaining their own exemption from all of 
the rules and regulations governing leasing practices when operating as motor 
earriers, another group of railroad lawyers was before the Commission in the 
same proceeding at the same time urging and were successful in obtaining from 
the Interstate Commerce Commission the approval of harsh, drastic, and unwork 
able rules and regulations governing the leasing practices of motor carriers 
The purpose of the railroads before the Interstate Commerce Commission was 
clear. It was to obtain exemption for themselves and to hamstring the motor 
carriers by such regulations. Witness Helmetag, an attorney for the rail car 
riers and one of those who appeared for the railroads before this committes 
did not, we believe, directly advise the committee as to the motive of the rail 
roads in this matter. But, Witness Helmetag, who was attorney for the rail 
carriers in the leasing cases before the Supreme Court of the United States did, 
upon being questioned by the Chief Justice of that Court, state that their sok 
interest in this matter is one of competition. The Chief Justice then asked 
Witness Helmetag whether or not the railroads were interested in public safety 
in connection with this matter. The reply of Witness Helmetag to the Chief 
Justice, as we understood it, was that the sole interest of the railroads in th 
matter is the competitive situation with motor carriers. When we, in ow 
argument before that Court elaborated upon the position of the rail carriers one 
of the Justices of said Court, who wrote the dissenting opinion in the leasing 
cases, said in substance “You astound me.” As heretofore indicated, we have 
no quarrel with the right of the railroads to take the dual positions they have 
in this matter; that is, obtaining an exemption for themselves while in the same 
breath obtaining the approval of harsh, drastic, and unworkable rules by the 
Interstate Commerce Commission governing motor carriers. We believe, how 
ever, the committee should consider the motives of the rail carriers as of record 
and as set out herein in evaluating the weight to be given to statements and 
testimony submitted to this committee by representatives of the railroads. 

Another of the objectors to the proposed bill is the International Brotherhood 
of Teamsters-Chauffeurs-Warehousemen and Helpers of America, a labor or- 
ganization which includes among its membership a large number of truckdrivers 
At the outset we wish to state that the members of this conference are in no 
wise opposed to or hostile to organized labor but on the contrary all of the drivers 
of the company-owned equipment of the members of this conference and many 
of the drivers of leased equipment used by members of this conference are mem- 
bers of the labor organization just referred to. We recognize the fact however 
that there are many owner-operators of leased equipment who are not members 
of this union. Witness Tobin testifying for the union before this committee 
estimated that the number of owner-operators including the drivers of exempt 
vehicles who are not members of his organization is in excess of 200,000. 
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Certain witnesses appearing before your committee who are members of this 
union testified concerning violations of law and of existing rules and regula- 
tions of the Interstate Commerce Commission, such as those governing hours 
of service, while operating leased equipment. We do not believe, and in fact 
we know, that such persons are not typical of the members of this union. We 
know from contact with the members of this union that the large majority of 
them, as other Americans, are law-abiding citizens. We respectfully submit 
that men who willfully and knowingly violate the law and particularly the law 
nd rules and regulations involving public safety will do this whether they are 
operating a leased vehicle or a company-owned vehicle. Fortunately such in- 
dividuals are an infinitestimal minority of the truckdrivers of the United States. 
rhe violations of law and safety rules and regulations of the Interstate Com- 
merce Commission by truckdrivers will continue in the future to the extent that 
there are men willing so to do even if every vehicle operated by a for-hire car- 
rier upon the highways of the United States is owned by the carrier operating 
it. Proper concepts of the duties of citizenship and of the moral responsibility 

obey laws and rules and regulations made in the public interest, if they do 
not exist in an individual in the first instance, cannot be instilled by the adoption 
of additional rules and regulations. We respectfully submit that the testimony 
of certain witnesses before your committee called by the International Brother- 
hood of Teamsters-Chauffeurs-Warehousemen and Helpers of America should 
be Weighed in the light of the enviable record of conscientious public service of 
the rank and file of that organization. 

Five representatives of motor carriers listed as opponents of the bill appeared 
s witnesses. One of these, however, Witness Speyer, while making some sug- 
gestions as to changes in existing law, definitely supported the use of leased 
equipment and cannot, we believe, be construed as opposing the proposed legis- 
ation, 

Of the other witnesses, 3 represented individual companies and 1 represented 

roups of carriers in the Chicago area, most of which are local in character 
onducting their principal operations in and about the commercial zone of Chi- 
cago where they are exempt from all regulation by the Interstate Commerce 
Commission except safety provisions and are specifically exempted from the 
harsh, drastic, and unworkable rules and regulations included in the order of 
the Interstate Commerce Commission concerning leasing practices approved May 

1951. Such line-haul operations as are conducted by these groups are prin- 
cipally between Chicago and Milwaukee, a distance of approximately 80 miles 
and virtually the only operations of any distance conducted by the carriers rep- 
resented by this witness were between Chicago and certain points in Minnesota. 

hese carriers are in a position where operating equipment without lading con 
titutes no problem because of the short distances involved. Even so, the wit 
ness indicated that the members of these groups were not unanimous in their 

ws in opposing the legislation. We want again to emphasize the fact that 
much of the operations carried on by the members of this group are within the 

Chicago commercial zone where they are exempt from the very rules and regu- 
lations concerning leasing practices that the proposed legislation is designed to 
remedy. No wonder they have no interest in the passage of the proposed 
legislation. 

As to the witnesses representing individual motor carriers opposing the bill, 
the testimony of Witness Adley of Adley Motor Express of New Haven, Conn., 
may be considered as typical. This witness indicated that by reason of leasing 
practices the substantial motor carriers of the United States, such as his com- 
pany, are being “driven to the wall.” It is interesting to note that the annual 
reports filed by the company of this witness with the Interstate Commerce Com- 
mission show a continuing improvement in its financial condition as evidenced by 
the fact that in the year 1951, doing a gross business of $5,650,995, its operating 
ratio was 88.76, and in 1952, with a gross business of $6,204,128, its operating 
ratio was 85.5. The lower the operating ratio the better the financial condition 
of the carrier. The carrier represented by Witness Adley opposing the legislation 
having an operating ratio of 85.5 is in an enviable financial position. It does not 
appear, therefore, that the company of Witness Adley is being “driven to the wall” 
by carriers using leased vehicles. The real reason the company of this witness 
is not interested in the pasage of this bill is because of the compact nature of its 
operations into and out of New York City with a balanced movement in both 
directions and its most distant points of operation all located in the industrial dis- 
trict of the Atlantic seaboard. A representative of this same carrier in sworn 
testimony before the Interstate Commerce Commission in a recent case admitted 
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that it does not handle any traffic which does not both originate at and is 
destined to points on its own routes and refuses to accept any interline or inter- 
change freight whatsoever from other common motor carriers. Atlantic seaboard 
shipments originating at or destined to distant parts of the United States are 
refused by this carrier and shippers must depend upon the services of other motor 
earriers such as the members of this conference. No wonder this carrier is not 
intereted in the passage of the proposed legislation. 


VII. CONCLUSION 


The Motor Carriers Leasing Conference appreciates the privilege granted to 
by the committee of filing its original statement, this supplemental statement and 
the opportunity for the appearance and testimony of Witnesses Ellis and Dieh| 
We respectfully submit that the pending legislation, H. R. 3203, will cure the 
situation now existing by reiterating in unmistakable language the previously 
expressed will of Congress thereby prohibiting the Interstate Commerce Com- 
mission from thwarting such expressed will. We further respectfully submit that 
an emergency exists for the enactment of such legislation because the Interstate 
Commerce Commission may at any time make effective the rules and regulations 
governing leasing practices, provided for in its order of May 8, 1951. We sub 
mit that H. R. 3208 in its present form is short, to the point, and understandable 
by all. We respectfully request the committee to approve H. R. 3203 in its present 
form Without amendment and to report it favorably for passage to the House a 
the earliest moment consistent with the numerous other important and pressing 
duties of the committee. 

Respectfully submitted. 

Moror CARRIERS LEASING CONFERENCE, 
D. P. Kipp, Chairman, Detroit, Mich. 
OweEN Orr, Treasurer, Akron, Ohio. 
Mitton E. Harris, 
Secretary, Pittsburgh, Pa 
7: Howett Evpis, Indianapolis 4, Ind., 
MILTON E. Dien, Washington 4, D. C., 
Attorneys for conference 


The Cuatrrman. We will insert in the record at this point a state- 
ment presented by Mr. C. Ji Williams, of the Hillside Transit Co., 
Inc., Milwaukee, Wis., in opposition to the bill. 

(The prepared statement follows :) 


STATEMENT OF C, J. WILLIAMS, PRESIDENT, HILLStpE TrRANsItT Co., IN« 


I am president of the Hillside Transit Co., Inc., at 1526 South First Street, 
Milwaukee, Wis. This is a contract carrier trucking company holding operating 
permits from the Interstate Commerce Commission and the Wisconsin Public 
Service Commission. In addition to this, I am a director of the American Truck 
ing Association, the Wisconsin Motor Carriers Association, and also a director 
and vice chairman of the Contract Carrier Conference of the American Trucking 
Association. Ido not represent the American Trucking Association in this hear 
ing, but I do represent, besides my own company, the Wisconsin Motor Carriers 
Association and also the Contract Carrier Conference of the American Trucking 
Association 

Resolutions condemning trip leasing of owner operators and supporting the 
Interstate Commerce Commission regulations on this particular point have been 
passed and confirmed by the two organizations which are represented and T am 
here to present their viewpoints. I would like to point out here that some mem 
bers of both organizations are opposed to any interference with their use of 
owner operators under trip leases. 

Trip leasing other than that between two authorized carriers is a device 
whereby merchandise is moved by a lessor without operating authority. The 
ramifications of this device are so widespread that I believe the question involved 
is the question of whether regulations should be either entirely eliminated or 
continued only on those companies who have bought their own equipment with 
the simple idea of carrying out their obligations under their certificate or permits. 

Vith respect to authorized carriers using the so-called gypsy operators, the 
avowed purpose is to move excess freight in a particular direction so as to keep 
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their other freight on a balanced movement. This completely ignores the fact 
that what they consider excess is the very movement at times needed for some 
other authorized carrier to balance his freight movements, Even if the avowed 
purpose is correct and is carried out, then it is pertinent to ask what happens 
that individual with his tractor when returning from a far-away point, since 
jpon the discharge of the load all jurisdiction on the part of the employing 
authorized carrier ceases and there is no other jurisdiction of this individual. 
In effect this is no different than hiring a man and then discharging him irom 
employment many miles away from his home. What is meant by a trip lease is 
me-way movement 

The device is also used by private curriers who will lease their equipment to 
obtain a back use of the equipment on the back-haul, a factor which makes the 
private carrier operation economically possible. Stating the proposition in an 
other way, were it not for the ability to trip, the private carrier would have 
shipped the outbound freight by rail or by truck. This practice has, therefore 
caused all regulated carriers to lose a tremendous amount of traffic 

The next example is that of exempt haulers who, in order to make profitable 
operations as a nonregulated carrier, transports freight on return movements, 
which is not exempt under this act, by the device of leasing his truck for a 
one-way haul. The device amounts to renting out a privilege granted by Con 
gress. The carrier using the device is merely brokering a transportation serv 
ice, and the exempt hauler is the carrier, even though he is not authorized 
by the Commission. 

The Interstate Commerce Commission held very extensive hearings on the 
entire subject of truck leasing by motor carriers. The evidence submitted 
these hearings indicated that in many instances rate control over 
carriers was hampered, if not completely destroyed, by the practice of 
leasing owner operators. This was true because in many instances those carriers 
establishing the rates were not paying the cost of operating the trucks used it 
performing the service. This practice leads to large profits for those owning 
the certificates and little profit, if not a loss, for those owning and operating 
the vehicles. This was one of the abuses which the Federal Motor Carrier 
Act originally sought to cure. The evidence before the Commission showed 
some instances where equipment was sold to the drivers by carriers. Under 
these arrangements, the carrier sold to the owner driver all of the materials 
including gasoline, oil, tires to the owner driver. On all of these transactions, 
the holders of the operating rights earned a profit while in many instances the 
owner of the vehicle suffered the loss. Under this so-called independent con 
tractor arrangement wage scales are of little importance because the wage 
is incorporated in the overall contract for the transportation servi: I 
driver has no guaranteed wage 

Much has been made by people who will support this law to the effect that 
such operations compare favorably in safety records with those of companies 
owning their own equipment. The insurance companies would be the first 
ones to dispute this and obviously the operating company would not be in a 
position to establish any records on such men, since after release at the point 
of destination they do not know what occurs on the individual's return trip. In 
fact, instances were brought to light where such individuals did not even report 
accidents on their outgoing trip, and Mr. Blanning of the Interstate Commerce 
Commission has so stated naming the particular accidents in open meetings 

The overloading of vehicles has been another serious result from use of such 
individuals, since they are often forced to take chances on account of the low 
revenues granted to them and they are probably the most adept in using roads 
which bypass scaling of weighs as they usually choose their own route and the 
Commission would need ten times as much enforcement personnel to be able 
to catch such violators. 

As this committee knows, the Interstate Commerce Commission is an expert 
body created by Congress to work out the details of transportation regulations 
The Commission, as previously mentioned, has conducted extensive hearings on 
this subject and as a result of studying the voluminous testimony has con 
cluded that the trip leasing of owner operators by motor carriers should be 
prohibited. It may very well be that the public interest would require some 
exceptions to this general rule and the Commission is so constituted that it can 
hear evidence and give consideration to the advisability of such exceptions. 

There are carriers who perform specialized services with special equipment 
such as riggers, automobile haulers and others who may be entitled to an ex- 
emption. This they may obtain from the Commission as can other carriers who 
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have special problems. This would appear to be the way in which these prob 
lems should be handled, rather than through an amendment to the law which 
would prohibit the Interstate Commerce Commission, an arm of the Congres 
from imposing and enforcing a regulation which, after a great deal of deliberg 
tion, it has found to be in the public interest. 

I would like to take this opportunity to thank the committee for listening 
to my testimony on this very important far-reaching subject. 

Respectfully submitted. 


C. J. WILLIAMS 
The CHairman. We also have a telegram from Mr. H. D. Abbott, 
administrator, division of highway taxes of the State of California. 
The telegram will be made a part of the record. 
(The telegram referred to follows :) 


SACRAMENTO, CALIF., April 24, 195 
Hon. CHARLES A. WOLVERTON, 
Chairman, House Interstate and Foreign Commerce Committee: 

Thanks your consideration my request be heard on H. R. 3203 trip leasing. 
Regret unable to appear in opposition Friday as best interest of western 
agricultural shippers, highway carriers, and State of California would not lx 
served by restricting powers Interstate Commerce Commission to regulate leave 
vehicle operations. Sole purpose carrier trip lease to shipper is to evade Federal] 
regulation and Federal transportation taxes on carriers. Such leases invari 
ably at cut rates destructive to established carriers. Governor Warren sen 
me to Washington in 1949 and 1951 to make arrangements with ICC and Co 
lector of Internal Revenue for cooperative enforcement of State and Federal 
regulatory and tax laws to prevent subterfuge. Trip lease to shippers costing 
heavy loss of highway revenue to California and Federal Government. Carriers 
and shippers hauling for hire on backhauls transported 159,665 truck and 
trailer loads unprocessed agricultural products in and out of California last 
year approximately 2% million tons. Most of vehicles under long-term leases 
as trip leases not recognized in California. Long-term leases not restrictive it 
the State. Movement farm products by truck which has nearly doubled eac! 
year since 1947, recommend rejection of trip-leasing bill as unsound legislatio: 
inviting evasion of State and Federal taxes and detrimental to public interests. 


H. D. Apsort, 
Administrator, Division of Highway Tazes, 
California State Board of Equalization. 
The Cuamman. The committee is now adjourned. 
(Whereupon, at 5:45 p. m., the committee was recessed, subject to 
the call of the Chair.) 
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THURSDAY, APRIL 30, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForeEIGN COMMERCE, 
Washington, D.C. 

The committee met, at 10 a. m., pursuant to adjournment, in room 
1334, New House Office Building, Hon. Charles A. Wolverton (chair- 
man) presiding. 

The Cuarrman. The committee will come to order. 

We will take under consideration, for further hearing, H. R. 3203, 
relating to trip leasing, and the witness to be heard this morning is 
Mr. Karl D. Loos, Solicitor, Department of Agriculture. 

It was expected that we would also have with us this morning a 
representative from the Interstate Commeree Commission, but Dr. 
Splawn called me yesterday and stated that they had not been able 
to get their statements ready and asked for additional time. I regret 


it very much, but under the circumstances I saw no other course to 
pursue than to grant his request. 
So, we will proceed with your statement this morning, Mr. Loos. 


STATEMENT OF KARL D. L005, SOLICITOR, DEPARTMENT OF 
AGRICULTURE, WASHINGTON, D. C. 


Mr. Loos. Mr. Chairman and gentlemen of the committee. 

The CuarrMan. It may be that after hearing your statement we will 
be able to proceed without hearing anybody else. 

Mr. Loos. Thank you, Mr. Chairman. 

My name is Karl D. Loos. I am Solicitor of the Department of 
Agriculture and have held that position since January 23 of this 
year. 

This is the first time I have appeared before your committee as a 
representative of the Department of Agriculture, although I have 
appeared in the past as representative of private industry. 

Prior to taking this position I practiced law in Chicago and Wash- 
ington since 1914, and during that time I have appeared before the 
Interstate Commerce Commission in many cases and have represented 
among others the agricultural organizations, such as the California 
Fruit Growers Exchange, now known as Sunkist Growers, and Cali- 
fornia Walnut Growers organization, California Almond Growers 
Exchange, and other similar organizations. 

The CHarrMaNn. Well, we appreciate the statement that you have 
made and the background of experience you have given. I have al- 
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ways felt that the value of the testimony of a witness depends on 1 
experience that the individual has had, and, as you have related, you 
have had considerable experience. That certainly qualifies you to re: 
der worthwhile service to the committee. 

Mr. Sprincer. Mr. Chairman, may I say that the Solicitor has 
very fine reputation in the State of Illinois. 

Mr. Loos. Thank you. 

Mr. Doxutver. I want to get in a word, Mr. Chairman. He 
born in Iowa, so he has had a good background. 

The Cuarrman. And, if he had been in New Jersey. 

Mr. Hinsuaw. Of course California has given the gentleman e 
ployment for a large part of his life. 

Mr. Loos. That latter I think is probably the most important, Mi 
Hinshaw. 

Mr. Harris. I am wondering if Texas cannot get in somewhere. 

Mr. THornperry. It will, sooner or later. 

Mr. Loos. I did some work for the Rio Grande Valley Citrus Ex 
change at one time. 

The CuarrMan. You may proceed. 

Mr. Loos. The substance of the legislation proposed in H. R. 3203, if 
enacted into law, would preserve intact the most efficient and econom 
ical transportation service yet developed in the marketing of a very 
large part of our total farm production. 

A brief summary of the events leading up to this modern, flexible, 
and expeditious system of distributing farm commodities by motor 
truck may contribute to a better understanding of the serious condi 
tion which the proposed legislation, if adopted, would remedy. 

Beginning around the turn of the century, with the initial social and 
economic program for getting the farmer out of the mud, there has 
come down to us our highway system of today. With improved 
methods of highway construction, accompanied by proficiency 
carrying equipment, the marketing area for farm commodities h: 
been enlarged through the medium of motortruck transport by going 
from the country or farmers’ markets directly into the smaller con 
suming markets instead of transshipping to such markets through t! 
larger centers. Other advantages now imperiled will be referred to 
later on. 

Thus, with expansion of the marketing area for farm commodities, 
there began to develop collaterally another system of motor carriage 
whereby merchandise along with other fully manufactured and semi 
manufactured goods was transported between the industrial point of 
processing and various distant centers of population. ‘These centers 
of population, both large and small, are also consuming markets for 
the food and fiber produced on the farm. 

Motortruck operations between the States were placed under vary 
ing degrees of Federal administrative regulations by enactment in 
1935, of what is now part ITI of the Interstate Commerce Act. 

The group which is subjected to the more extensive range of regula- 
tion is made up of common carriers of general commodities, operating 
principally in relation to outbound movement of goods to which value 
has been added by processing. 

The primary or No. 1 prerequisite is a certificate of convenience and 
necessity, many of which, while authorizing the holder to engage in 
transporting general commodities, also by choice of the holder exclude 
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certain commodities of import: ince to agriculture. Among these are: 
rishables, livestock, grain, commodities in bulk, commodities which 
aii injurious or eopjaminating to other lading The usefulness of 
; ed by rigid route and 

territorial rest rictions. some of which are self-imposed 


The second attribute of regulation relating to this group of more 
fully regulated carriers is the requirement of filing tariffs setting 
forth their rates and charges, the levels of which have not been af 
irmatively fixed except In a fragmentary manner, The railroads 
ind motor carriers of passengers are required to maintain through 
iolnt routes and rates, but not so these freight carriers of venel al mer 
sandise. This ty pe carrier maintains a rate structure which is closely 
ittuned to the top strata of rates published by the railroads for trans 
porting the higher grades of freight, but here that similarity ends, 
or the motor carriers place a mezzanine floor under the structure, 

hereas the r ailroad pattern extends s down to the main floor level of 
mass transportation. 

Another ora third incident of re fulation applicable to the common 
arrier of general freight socalled, is the requirement of keeping 
books and filing pe riodic re ports under a syst mm of accounting prac 
tices prescr ibed by the Interstate Cc ommerce Commission. 

“The fourth and final aspect of regulation is the requirements for 

» fitness of drivers, their hours of work and safety of equipment. 
os rules are referred to as the revision of 1952 in Za parte No. 
MC-—40, and as stated on the title page of the rule book are applicable 
to common carriers, contract carriers, private carriers and “exempt 
arriers” (sec. 203 (b) ). The two kinds designated first are are 
minor ity category, which are st bject to all of the four aspects of reg 
lation heretofore brie fly described. aoe ‘ver, with re spec t to the ma- 
jority category ine luding farmer-owned trucks, other forms of private 
arriage and public carriage including the agricultural hauler, the 
Commission’s jurisdiction does not include the first three incidents 
of regulation, but it is limited to the No, 4 or safety aspect of regula 
tion. Attention is directed to three of the Commission’s satety regu 
lations: 

192.3 Driving rules to be obeyed—Every motor vehicle shall be driven in 
accordance with the laws, ordinances, and regulations of the jurisdiction in 
which it is being operated, unless such laws, ordinances ‘ regulations are 
at variance with specific regulations of this Commission whi impose a greater 
affirmative obligation or restraint. 

192.5 Alcoholic beverages.—No driver shall drive or be required or permitted 
to drive a motor vehicle, be in active control of any such vehicle or go on duty 
or remain on duty when under the influence of any alcoholic beverage or liquor, 
regardless of its alcoholic content nor shall any driver drink any such beverage 
or liquor while on duty. 

192.6 Schedules to conform with speed limits.—No motor carrier shall sched 
ule a run nor permit nor require the operation of any motor vehicle between 
points in such period of time as would necessitate the vehicle being operated 
at speeds greater than those prescribed by the jurisdictions in or through which 
the vehicle is being operated. 

There are, of course, many other excellent rules which go to the 
promotion of safety on the pub lic highways. Nevertheless, it may 
be seen that real policing for minimizing the hazards to life and limb 
is performed by the States, almost any one of which maintains a force 
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vastly superior in number to that assigned to such duties by the Inter- 
state Commerce Commission. 

The substantial and material differences between the transporta- 
tion needs of manufacturing and merchandising on the one hand, and 
tha transport channels of marketing farm commodities on the other, 
will not be reconciled within the foreseeable future. Congress has 
dealt realistically with this situation from the very beginning, by 
limiting the Commission’s jurisdiction over the operation of farm- 
affiliated trucks. By direct legislative amendments that limitation 
has been affirmed and emphasized. However, circumstances have 
arisen, which, unless removed, will admittedly circumvent the agri- 
cultural limitation or referring to such limitations in the vernacular 
the “agrcultural exemptions” will, by indirection, be seriously cur- 
tailed. 

With both the quality and quantity development of our highway 
system attended by rapid technological improvements of the motor 
truck there has been a natural and normal increase in mutually advan- 
tageous operating arrangements between the more regulated common 
carrier of manufactures and miscellaneous merchandise and the less 
regulated agricultural commodity hauler. The common carrier of 
general freight with excess cargo offerings leases for a siifls trip the 
farm-affiliated vehicle which after disc harging farm commodities 
would otherwise return empty to country markets or packinghouses 
for reloading farm commodities in the very area where the common 

carrier must terminate its excess cargo of processed goods. The 
movement of agricultural commodities is largely in one direction and 
unless the farm affiliated vehicle emptied at destination returns under 
load the empty cargoless miles result in serious economic waste, 

It may be stated that utility by the railroads of a refrigerator car 
for perishables in one direction and for dry freight in the reverse 
direction is somewhat illustrative of the truck trip-leasing custom. 
if the long-established practice of trip-leasing farm-afliliated trucks 
to the certificated general freight carrier is ‘abolished it cannot be 
denied that modern agricultural marketing will be disrupted and 
heavily burdened with transportation difficulties which are in ot 
with the Agricultural Marketing Act of 1946 (U.S. C. 1946 ed. 1622} 
providing for: 
an integrated administration of all laws enacted by Congress to aid the distribu- 
tion of agricultural products * * * to the end that marketing methods and 
facilities may be improved, that distribution costs may be narrowed, that dietary 
and nutritional standards may be improved, and that new and wider markets 
for American agricultural products may be developed * * * 

Some fully regulated carriers may have a flow of highly desirable 
traffic, well balanced as to movement in both directions. Other car- 
riers, less fortunately situated, trip lease the farm-affiliated truck 
which otherwise would move empty. Thus, it is that the practice of 
trip leasing contributes materially toward minimizing empty waste- 
ful mileage, both as to the more fully regulated carrier of general 
freight and the less regulated farm aifiliated vehicle. This practice 
is but one of numerous factors affecting the operating ratios of more 
fully regulated carriers. 

On the other hand, the practice of trip leasing farm affiliated trucks 
to the more fully regulated carriers has over the years become an in- 
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tegral part of our modern system of marketing farm commodities. It 
is, as stated, but one of many factors bearing on the operating ratio 
of the fully regulated carriers. However, it is a most vital factor in 
the less regulated farm commodity carrier’s ratio and without it his 
rate levels would be thoroughly disrupted and unstabilized. Con- 
tinuance of the trip-leasing pr actice is essential to the modern, ef- 
ficient, and economical transportation adjunct of marketing, so greatly 
relied upon by the agricultural community. 

rhe present disturbed transportation system now confronting all of 
agriculture stems from the decision of the Interstate Commerce Com- 
mission of May 8, 1951, in its docket identified as Fw parte No. MC-43. 
The inevitable result of that decision will be to force from the high- 
ways of our country many of the agricultural truckers hauling exempt 
agricultural commodities to consuming areas by depriving them of 
their right to trip lease their equipment and requiring that all leases 
be for not less than 30 days. Enforcement of this ‘regulation will 
greatly curtail the operations of haulers of agricultural products and 
thereby the farmers of the country will experience poorer service 
and higher transportation charges, which will be reflected in a reduc- 
tion of the net price they obtain for their products. 

The pending legislation appears to be the only way to protect the 
farmer’s interest in preserving the present efficient and flexible system 
of marketing farm products by motor trucks. The pending bill pro- 
poses to remove the restrictions on trip leasing imposed by the Com- 
mission’s decision. 

Since the advent of the Motor Carrier Act some 18 years ago, and 
for many years prior thereto, the farmers have been able to market 
their products with opportunity for utilizing the trip-leasing prac- 
tice. Now, without change of statute or practice, continuance of their 
present operations is facing severe disruption which will prove not 
only costly to them, because of the transportation charges on the things 
they produce and consume, but will cause, in addition, reliance upon 
an inferior method of moving their products to market. The main 
point to consider here is that higher transportation charges and in- 
adequate service will likely narrow their marketing area. 

The effective date of the ICC decision in ex parte No. MC-43 is not 
known at this time. Many farm interests have petitioned the Com- 
mission to stay its decision until pending legislation has been con- 
sidered by this committee. 

There is no assurance at present as to when the Commission’s order 
may become effective, hence the necessity for prompt action on the 
part of Congress if the farmers’ rights, as presently accorded, are to 
be continued without interruption. 

There are now approximately 150,000 section 203 (b) (6) trucks 
hauling agricultural commodities and fish in interstate and foreign 
commerce. These trucks provide an efficient and highly flexible trans- 
portation service for the marketing of the products of the American 
farm. This type of service is indisy vensable to the prosperity of the 
agricultural community. Economical operation of the trucks is de- 
pende nt upon two-way movements. 

The practice of these carriers of trip leasing their trucks to motor 
carriers (now Commission-certificated) on the return trips began long 
before passage of the Motor Carrier Act of 1935 and has since greatly 
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expanded. Both parties to the trip lease, the agricultural hauler as 
lessor and the Commission-certificated carrier as lessee, benefit from 
the economies inherent in such use of equipment; and the farmer has 
the benefits of expanded markets and lower transportation costs. 

The agricultural haulers, when hauling nonexempt commodities 
under such trip leases, are performing their hauling service for the 
Commission-certificated carriers and the operations are entirely those 
of the Commission-certificated carriers. 

Passage of H. R. 3203 would permit the continuance of a major part 
of the service now provided by these 150,000 exempt trucks, to the 
advantage of the American farmer who now depends upon such 
service, the Commission-certificated carrier who utilizes the exempt 
vehicles to augment his fleet, and the truck owner himself who may 
thus continue in business. 

The service provided by the trip lease trucks is a service which per 
mits perishables to be more fully matured before harvesting, then 
transported overnight for long distances for distribution within a 
matter of hours. Av ailability of fresh fruits and vegetables well 
matured and _ urvested in fresh, appetizing condition increases con 
sumer demand and is reflected in improved returns to the grower. 

What has been said with respect to fresh fruits and vegetables ap- 
plies likewise to the movement of grain, cotton, livestock, tobacco, wool, 
and many other farm products. Should truckers now hauling these 
products to distant markets fail to obtain a return load, it would 
ultimately mean the removal of many such trucks from agricultural 
hauling with resulting increased charges for use of a service of dimin- 
ishing quality. 

It is common knowledge that certificates.of public convenience and 
necessity issued by the Interstate Commerce Commission invariably 
contain route, territorial, or commodity limitations which make it im- 
possible for Commission-certificated carriers to provide the flexible 
outbound transportation required by agriculture. The Commission 
likewise does not. issue operating authorities to serve the widely sepa- 

rated turnaround points of origin which would be necessary in order 
to meet the back-haul requirements of agricultural haulers. 

Commission-certificated carriers have become geared to the special 
needs of different segments of agriculture in that they utilize the 
otherwise empty equipment of agricultural haulers on the latter's 
back-haul movements. Should the exempt carriers now be forced to 
cease trip leasing their equipment to Commission-certificated carriers 
on back-hauls, as the result of Commission action, 1 of 2 consequences 
must follow. The transportation charges on the outbound agricul- 
tural movements must be increased in order to compensate those car- 
riers for their empty back-hauls, or such traffic will be diverted to rail 

carriers with their slower and less flexible services, including addi- 
tional handling of the traffic. In either event, the marketing area 
would be appreciably restricted. We believe that is highly undesir- 
able, particularly as regards the distribution of the products of agri- 
culture and that it materially impairs the practical benefits which 
Congress originally intended for the agricultural exemptions. 

For the foregoing reasons and those presented by other agricultural 
interests appearing before you, together with the reasons shown by 
our opposition to 8. 2357 and S. 2362 at the last path of Congress, 
we recommend the passage of H. R. 3203. 
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I would like to approach this from the point of view of why, going 
back a little, why do we have this trip leasing and why do we have 
the agricultural exemption / 

I think the two are tied together. You just cannot separate them. 
The trip leasing is essential to any continuation of real benefits from 
the agricultural exemptions. 

So, the question of whether or not trip leasing should be permitted 
must depend to a great extent, from the agricultural point t of view at 
least, as to why the agricultural exemption is needed. If it is not 
needed, then there is no occasion, from the agricultural point ee view, 
for trip leasing; if it is needed, trip leasing makes it effective. We 
cannot have any real benefit from the agricultural exemption unless 
we do have the trip leasing. 

Why does agriculture have to have this special treatment? That 
is a reasonable question and I think there are two answers to it. 

The first answer is that agriculture has need for flexibility of 
transportation as well as adequacy of transportation. Of course, 
everyone needs adequate transportation. It would not take any use 
of the imagination at all to realize what a fix we would be in if we 
did not have adequate transportation in this country—industrially, 
agriculturally, and every other way; but agriculture, above every 
other interest and every other user of transportation, needs flexibility 
of transportation, and why is that? It is because our agricultural 
commodities, at least when they are harvested, are perishable. They 
have got to be aaa to market promptly. 

Take the extreme case of lettuce in the Salinas Valley. It has got 
to be moved to market within a matter of 2 or 3 days from the time 
it matures, 

Asparagus has to be moved to market in a matter of hours from 
the time it is ready to be harvested. It cannot be held over or delayed. 

So there has got to be transportation available to take it when 
it is ready and take it where the market exists at that particular 
moment. 

Now, we might just take an example of the reason for flexibility. 
If you were taking asparagus from a field, a truckload of asparagus, 
going to market in the fresh form, and you get along the road, and 
vou learn that there is a glut somewhere in the market, you want to 
go to another market. If you were handling that in a truck that 
liad a fixed route that had to go to this destination, and could not 
go anywhere else, to any other, then you would be in an impossible 
situation. You might want to divert it to a cannery. 

Take on the Eastern Shore of Maryland and Delaware, it freque ntly 
happens that tomatoes are picked for either the fresh market. or the 
cannery. They start for the fresh market in the morning, in New 
York, say, and they get halfway up there and find there are too many 
tom: hes and they want to divert them to a cannery. Well, they have 
to get. off the route. They cannot possibly use a fixed inflexible route, 
and give successful and adequate transportation to agriculture. 

Another need for flexibility is the seasonal character of many of 
these commodities. I will take cranberries as an extreme illustration. 
They are grown on Cape Cod, Mass., some in New Jersey, and some 
in Wisconsin, in northern Wisconsin. Now, those cranberries are 
picked, harvested, and sold within a matter of a few weeks each year. 
You have to move most of them by trucks, because most of them are 
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off in marshy country where there is very little other transportatio: 
originating and only during those few weeks of the year is there any 
real movement of any commodities from that territory. 

Now, a certificated carrier that had a fixed, inflexible route could 
not possibly serve a situation like that. 

So to have flexibility of transportation we have to get away from 
fixed and inflexible routes and we cannot possibly use the certificated 
carriers and get adequate transportation for agriculture. 

Furthermore, to have availability of transportation, especially in 
the seasonal commodities, when we need it, we must have access to any 
truck or motor vehicle that may be available. We cannot possibly 
maintain a fleet of trucks on Cape Cod, for example, adequate to 
nove the cranberry crop in the few weeks of the year when it is being 
moved. We cannot possibly maintain a fleet of trucks like that th 
year round, just for those few weeks of transportation. So we have 
got to rely on getting trucks that are not being used for something 
ut that particular moment and it is only by virtue of this exemption 
that such trucks are avail: “a for use. 

Maybe many of the trucks that haul that cranberry crop will onl) 
make 1 or 2 trips in a season, and yet by having available a lot of 
trucks that can do that we get adequate transportation. 

Now, if we had to rely on a certificated carrier with inflexible routes 
from Cape Cod to the various markets all over the country, just see 
how impossible it would be for a carrier, a regulated carrier, to fui 
nish transportation of that kind. 

So, I say, to hi ave availability and flexibility and adequacy of trans 
portation, agriculture must have the exe mption, comp lete commodity 
exemption, that it has and must have the trip leasing to make that 
effective. 

The other point that I think is very persuasive in support of agri 
culture’s position on this subject is that this agricultural exemption 
coupled with the trip leasing is a substitute for private transportation 
which industry can employ, and thereby avoid regulation of its trans- 
portation. 

Industry with year-round operations can afford to maintain a fleet 
of trucks of its own to move its own products, and it does so. As we 
all know, private transportation is exempt from any regulation othe1 
than safety. It has just as broad an exemption as the agricultural 
commodity exemption. 

And private transportation is used a great deal to reduce the trans 
portation costs and to get efficient transportation services for the in 
dustries which need a Jarge volume of transportation and which do 
naintain their own fleets of trucks. 

Agriculture cannot do that because of the seasonal nature of its 
commodities. It might, in the case of milk—and there are doubtless 
milk-preducing organizations which own their own trucks and have 
use for them the year round—but those commodities are small in num- 
ber. Most of the commodities are harvested and moved to market and 
sold in a relatively short period of time, or, like livestock, are moved 
intermittently, not regularly. 

So, agriculture by using trucks that are owned by others, but that 
may be available at the particular moment they are needed, and being 
able to use them by virtue of the exemption, has a real substitute for 
the private transportation that industry enjoys 
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If we were to take away the trip leasing it would be almost the same 
thing as saying to private industry, “You cannot have private trans- 
portation any longer. Your private transportation has got to be regu- 
lated, just the same as your for-hire transportation.” 

Now, those are the two major points that I think justify the posi- 
tion that we take in this matter, and we need a continuation of the 
agricultural exemption in such a manner that it will be effective and 
will be beneficial, and that, I say, can only be done by continuing to 
allow the trip leasing. 

I think that a great deal has already been said on that point, that is, 
the necessity of trip leasing, to make the agricultural exemption effec- 
tive, and it probably is not necessary to repeat that. 

It is perfectly obvious that when an agricultural truck goes off to 
market with a load of agricultural commodities, it has got to go back. 
Now, why should it not come back with a load rather than without a 
load? It just seems the only reasonable thing to do is to utilize that 
transportation that is there available. Why make it come back empty 
and then make another truck take the load, on a certificated carrier, 
from the market back to wherever the destination might be and then 
come back to the destination, to its point of origin, empty? That 
might well be the result in many, many cases. You have two empty 
movements; whereas, if you permit the continuation of this trip leas 
ng, you can avoid any empty movement. You have a single move- 
ment, a loaded movement in one direction, and then a loaded move- 
ment in the other direction and employ only 1 truck instead of em- 
ploying 2 trucks. 

I understand that during the hearings Senator Wheeler referred to 
the intention of the Congress at the time the act was passed in 1935, 
indicating that he felt that Congress intended only to exempt by this 
agricultural commodity exemption, the movement of agricultural com- 
modities by farmers for themselves and for their neighbors. Now, I 
submit that could not have been the intention and I wonder if the 
Senator was not recollecting the discussions with respect to para- 
graph 4 (a), of section 203 (b), which is the other exemption, the ex- 
emption of motor vehicles controlled and operated by any farmer 
when used in transportation of his agricultural commodities and 
products. That includes broad exemptions, products as well as com- 
modities, also transportation of supplies to his farm. 

If Senator Wheeler’s suggestion as to the intent of Congress had 
been correct, then it would seem that that one paragraph 4 (a) would 
have been all that was necessary; but in addition to that, the act 
included paragraph (6) which is the agricultural commodities exemp- 
tion, and which would have no meaning at all unless it did mean that 
Congress intended to exempt the transportation of agricultural com- 
modities in trucks of people other than farmers. 

Now, Mr. Chairman, I think that covers all that I need to say at this 
point. I will be glad to attempt to answer any questions. 

The Cuatrman. Before questioning, it would seem to me that it 
might be appropriate to put into the record at this point the two sec- 
tions to which you have just referred in their entirety. It would 
help in the consideration of the matter by the committee and also on 
the floor of the House, if the members could look at the hearings and 
be able to quickly see what the effect of the sections are to which you 
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have just referred. So, if you will, make that a part of your remarks, 
Mr. Loos. I will do that. 
(The sections referred to are as follows:) 


Sec. 208. (b) Nothing in this part, except the provisions of section 204 relat 
to qualifications and the maximum hours of service of employees and safety 
operation or standards of equipment shall be construed to include * * * (4a 
motor vehicles controlled and operated by any farmer when used in the transpor 
tation of his agricultural commodities and products thereof, or in the transporta 
tion of supplies to his farm; * * * or (6) motor vehicles used in carrying prop 
erty consisting of ordinary livestock, fish (including shell fish), or agricultura] 
commodities (not including manufactured products thereof), if such moto 
vehicles are not used in carrying any other property, or passengers, for 
compensation. 


Mr. Harris. Mr. Chairman. 

The Cuarrman, Mr. Harris. 

Mr. Harris. Mr. Chairman, you have reference to the two exemp- 
tion prov isions referred to in the Motor Carrier Act ? 

The Cuarrman. Yes. 

Mr. Harris. I would like to suggest that they be followed then with 
the section of the act relating to unrestricted leasing, which I think 
directly follows in connection with the issues we have here, and then 
we will have all three paragraphs together 

That is the equipment section. 

The Cuarrman. If there is no objection to that, the suggestion of 
the gentleman from Arkansas will be followed. 

(The section referred to is as follows:) 


Sec. 208. (a) Any certificate issued under sec a 206 or 207 shall specify the 
service to be rendered and the routes over which, the fixed termini, if any, be 
tween which, and the intermediate and weenie points, if any, at which, and 
in case of operations not over specified routes or between fixed termini, the terri 
tory within which, the motor carrier is authorized to operate; and there shall 
at the time of issuance and from time to time thereafter, be attached to the 
exereise of the privileges granted by the certificate such reasonable terms, con 
ditions, and limitations as the public convenience and necessity may from time 
to time require, including terms, conditions, and limitations as to the extension 
of the route or routes of the carrier, and such terms and conditions as are neces 
sary to carry out, with respect to the operations of the carrier, the requirements 
established by the Commission under section 204 (a) (1) and (6): Provided, 
however, That no terms, conditions, or limitations shall restrict the right of the 
carrier to add to his or its equipment and facilities over the routes, between 
the termini, or within the territory specified in the certificate, as the develop 
ment of the business and the demands of the public shall require. 


Mr. Loos. A similar proviso, designed to allow contract carriers to 
add to their equipment and facilities as the development of their 
businesses and the demands of the public shall require, is contained 
in section 209 (b). This section reads as follows: 


Sec. 209. (b) Applications for such permits shall be made to the Commission 
in writing, be verified under oath, and shall be in such form and contain such 
information and be accompanied by proof of service upon such interested parties 
as the Commission may, by regulations, require. Subject to section 210, a per- 
mit shall be issued to any qualified applicant therefor authorizing in whole or in 
part the operations covered by the application, if it appears from the applica- 
tions or from any hearing held thereon, that the applicant is fit, willing, and 
able properly to perform the service of a contract carrier by motor vehicle, and 
to conform to the provisions of this part and the lawful requirements, rules, and 
regulations of the Commission thereunder, and that the proposed operation, to 
the extent authorized by the permit will be consistent with the public interest 
and the national transportation policy declared in this Act; otherwise such 
application shall be denied. The Commission shall specify in the permit the 
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isiness of the contract carrier covered thereby and the scope thereof and shall 
attach to it, at the time of issuance, and from time to time thereafter, such 
reasonable terms, conditions, and limitations consistent with the character of the 
holder as a contract carrier as are necessary to carry out, with respect to the 
operations of such carrier, the requirements established by the Commission 
under section 204 (a) (2) and (6): Provided, however, That no terms, condi- 
tions, or limitations shall restrict the right of the carrier to substitute or add 
contracts within the scope of the permit, or to add to his or its equipment and 
facilities, within the scope of the permit, as the development of the business 
and the demands of the public may require. 

Mr. Dotutver. Mr. Chairman. 

The Cuarrman. Mr. Dolliver. 

Mr. Dottiver. I just want to make inquiry along two lines. The 
first one is this: Assuming that the proposed rule or regulation goes 
into effect, what in your opinion will result, as far as the cost of 
vetting agricultural ¢ ‘commodities to market is concerned? What will 
e the result as to that cost ? 

Mr. Loos. Mr. Dolliver, unquestionably it will result in an increase 
in the costs. It will mean that on many trips there will have to be 
a return empty; empty haul, whereas with the trip leasing, the return 
haul could be a loaded one and, of course, the lack of the revenue 
on the loaded haul, no matter how small it might be, to that extent 
will increase the cost of the loaded haul from the originating point 
to the market. 

Mr. Dotuiver. So there can be no question but that if this order, 
which requires 30 days’ leasing, will inevitably result in increased 
cost to the farmers of getting their products to the markets? 

Mr. Loos. That will be the inevitable result and it will, in most 
cases, be a very substantial increase. 

Mr. Dotutver. And the probabilities are that the producer will 
not be Tt to pass that increased cost on to the consumer, but the 
producer himself will have to pay that increased cost, because mar 
keting i is s beyond the control of the producer, beyond his power, and 
he cannot add to the price of his commodity the cost of the increase 

Mr. Loos. Yes. 

Mr. Dottutver. Do you have in mind, over the entire agricultural 
field, the approximate percentage of agricultural commodities that 
move to market by truck, or are there any statistics on that subject / 

Preliminary to that, let me say that we had a witness here the other 
day who stated that probably 95 percent of the cash grain movement 
was by rail, and perhaps no generalization can be made on that ques 
tion; but I would like to hear your comment on it. 

Mr. Loos. Well, there are statistics. There probably are no sta- 
tistics that cover the whole field, but there are statistics, with respect 
to particular movements and particular commodities. I do not have 
any of those statistics in mind at the moment, except in a very gen 
eral sort of a way. I do know from Florida, for example, there is 
most of the time a very large percentage of the fruit and vegetable 
movement from Florida by trucks. There are times when that varies, 
but, on the other hand, on the transcontinental haul of fresh citrus 
fruit from California to the East there is very little truck movement. 
On the west coast there is a very large percentage moved by truck. 

Mr. Dotttver. Now, right at that point, let me inject this question. 
You have referred to the movement of citrus fruits from C alifornia 
to the East by rail, principally ¢ 
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Mr. Loos. Yes, sir. 

Mr. Dotiiver. Now, what about the return equipment, the refrig 
erator cars. Do they go back empty or loaded ? 

Mr. Loos. There is some empty movement, but certainly there is 
no restriction on the carrier to obtain a load for its returning refrig 
erator car in any way he can and there are oftentimes special efforts 
made such as giving 2 cars for 1 to permit 

Mr. Douitver. What do you mean by that? 

Mr. Loos. A refrigerator car will not hold as much as a box car. 
So the minimum carload weight may be greater than the capacity of 
a refrigerator car. So they permit use of 2 refrigerator cars instead 
of 1 boxcar so as to increase the change of getting a return loaded 
haul in the refrigerator car. 

Mr. Dottiver. Now, just one other question. In your opinion, if 
this proposed rule goes into effect, the 30-day rule, will that have a 
deskdiedi unhappy and unfortunate impact upon the movement of 
agricultural commodities to the market ? 

Mr. Loos Yes, sir; it certainly will. It will mean that many of 
the trucks that woul | take agricultural commodities to market on the 
theory they could get a return load back through trip leasing, will 
just not make themselves available for the agricultural haul, because 
they will figure that the chances of getting a return load are so mum 
that they cannot afford to go into it and especially for those truc! 
that only take a few loads in the course of a year, of agricultural com 
modities. It will mean most of those will cease to be available and 
that will, taken all over the country, will mean a substantial reduc 
tion in the availability of transportation for agricultural commodi- 
ties. 

Mr. Dotiiver. Thank you. Mr. Chairman, that is all. 

The Cuarrman. Are there any further questions? 

Mr. Hinsuaw. Mr. Chairman. 

The Cuarrman. Mr. Hinshaw. 

Mr. Hinsnaw. Mr. Loos, you have been talking about diverting 
trucks en route to market. 

Mr. Loos. Yes, sir. 

Mr. Hinsuaw. You are speaking now of owner-operators, farm 
trucks, are you not? 

Mr. Loos. Diverting them from one market to another market? 

Mr. Hinsuaw. Yes. You could not very well divert a carrier 
truck, whether it be a common carrier or a trip-lease carrier or other 
carrier truck, because you could not get in contact with them once 
they are on the road. 

Mr. Loos. Well, you might be able to arrange that in advance; 
have the driver call up. I think that that is done. And I do not think 
it makes much difference whose truck it is, if arrangements are made 
with the driver; and since the agricultural commodity makes the haul 
an exempt haul, the carrier truck can go to another destination just 
as readily as an owner operated truck could. 

Mr. Hinsnaw. Well, under the circumstances, that does not exactly 
follow, does it, because if the carrier truck is going to go several hun- 
dred miles or a few hundred miles or 50 miles out of his way, go to 
another place, you would have to make another contract with the 
truck owner. 
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Mr. Loos, Yes; you would have to make another deal with the for 
hire carrier, and it might be that he would resist it and he would not 
have to do it, of course. He might refuse to do it. 

Mr. Hinsuaw. And, of course, if he were one of these gypsies that 
we have been talking about, he would be hard to locate, would he not ¢ 

Mr. Loos. He certainly would, unless you had an advance ar- 
rangement with him to the effect that he would call you at a certain 
point en route. 

Mr. Hinsnaw. I think that this committee is of the opinion, gen 
erally speaking, that there is a difference between the so-called ag 
ricultural carriers, the exempt carriers, and the back-haul of com 
modities that are subject to one as far as rates are concerned 
and the gypsy carriers; the gypsy trucker; the trucker without any 
responsibility to anyone, or apparently no responsibility to anyone. 

We are very much concerned about the effect that the gypsy trucker 
has upon the overall picture. 

Now, is there any way that you see that you could separate the two; 
separate the gypsy carrier from the exempted agricultural carrier? 

Mr. Loos. Well, it is pretty hard to do. There may be—I cannot 
suggest a way to do it. I realize there is quite a distinetion and a 
difference between the two classes of carriers and possibly a dis- 
tinction ought to be drawn in this way: That the truck that is pri- 
marily in the transportation business to move agricultural commodi 
ties on that particular trip from the point of production to market 
and then is seeking a return haul of a nonagricultural commodity for 
the back-haul—that is one type. Then the other is the carrier which 
starts his trip with something else, maybe a regulated commodity and 
maybe on a regulated trip, and then he is looking for a return haul 
of an exempt commodity so that he can go back over a route that he 
does not have a certificate for. 

Now, that class of carrier frequently goes out looking for agri- 
cultural commodities as loads, and that is the type of transaction which 
disrupts the rate structure more than the other type, because where 
you start out with agricultural commodity there the rate is agreed 
upon before the trip starts and you are not in a position where the 
carrier has to make any concessions to get a load. 

Now, I do not think that the gypsy carrier that you speak of—I 
am not too sure just what you mean by that—but I do not think he 
falls necessarily in either class. You might have gypsy carriers who 
engage largely in transportation of agricultural commodities, or ex 
empt commodities, or there might be gypsy carriers who primarily 
carry their own commodities and commodities in private transporta 
tion too, a nonagricultural commodity, as private transportation and 
then look for a return load of an exempt commodity. 

Mr. Hinsuaw. Now, let us examine the situation rather carefully, 
because this is important. You talk about perishable commodities and 
taking them to market when they are ready for market. It is true 
that the agricultural commodities that are perishable, highly perish- 
able, have to be marketed when they are harvested, but that only oc 
curs during a short part of the year, does it not ¢ 

Mr. Loos. That only oecurs in short seasons. Most perishable com- 
modities have short seasons, but, of course, they have different seasons. 

Mr. Hinsnaw. Yes. 

Mr. Loos. Different; very different seasons. 
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Mr. Hinsuaw. But generally speaking they run from the middle 
of the summer to the fall; in the south some earlier crops. 

Mr. Loos. Well, that is not quite true, as a generalization, taking 
all of the country. That is true here in the East, with the truck crops 
But, take your lettuee—— 

Mr. Hrnsuaw. But you do not ship lettuce from California bh) 
truck. 

Mr. Loos. Not to the East, but you ship a lot of it up and down thy 
coast. 

Mr. Hinsnaw. That is an exempt haul. 

Mr. Loos. Yes. 

Mr. Hinsnaw. And is within the State and hardly would be unde: 
the present consideration. 

Mr. Loos. Of course your vegetables, early vegetables, from Flori 
start in—and from Texas—start away early and then you keep on al 
through the year in different sections of the country up until late fa}! 
with the vegetable movements. 

Mr. Hinsnaw. Well, you think then that the system of migratory 
truckers should be set up similar to the system of migratory labor’ 

Mr. Loos. No; I do not think that at all. I do not believe that 
transportation based on the same idea as the migratory labor you speak 
of would be successful transportation. 

My conception of the use that agriculture can make of other people’s 
trucks is that there will be trucks in that area that have other occupa 
tions during the year, but at the particular time that the particular 
crop is ready to move there will be days when they can make some of 
their trucks available, and my cone eption of this is drawing the trucks 
largely out of the trucks available for that area. I would not think 
there could be many migratory truckers—I do not think that type 
of trucker could be successful. There probably are some of them. 
but I do not think that they would be successful or stay in business 
long, if they just started down in Florida early in the season, and 
trucked around there and then came on up and followed the weather 
up North, and then get up to New England and maybe Cape Cod for 
the cranberry season in October, and did their hauling there. 

Mr. Hinsnaw. Well, then you are talking about more or less stable 
persons, stable trucks. 

Mr. Loos. Yes. 

Mr. Hinsuaw. Trucks that are located in the area. 

Mr. Loos. Yes, sir. 

Mr. Hrnsuaw. And who are willing to switch their trucks into use 
as agricultural haulers of perishable products, when those products 
are ready for the market. 

Mr. Loos. That is my conception of it; yes, sir, 

Mr. Hinsuaw. Now, what kind of truckers are those ; some of those 
are certificated carriers, are they not? 

Mr. Loos. Many of them are; yes. Many of them are private car- 
riers; probably more private carriers than anything else. 

Mr. Hrnsuaw. Then, they would not go in much for this trip 
leasing ? 

Mr. Loos. Oh, yes. If they make a trip with a load they want to 
come back with a load. They do not want to come back empty. 

Mr. Hrvsnaw. You mean if they make a trip from Texas to Chi- 
cago, for instance. 
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Mr. Loos. From where ¢ 

Mr. Hinsnaw. From ‘Texas to Chicago? 

Mr. Loos. Yes; or anywhere else. 

Mr. Hinsnaw. Very well. There are not bean y trucks that make 
. trip from Texas to Chicago at any other time of the year than 
perhaps when the early perishable fruits or vegetables are available 
tothe market. Is that not true? 

Mr. Loos. Yes, but there Is something available from ‘Texas. some 
hing available pretty much all of the spring and summer. 

Mr. Hinsnaw. Yes; but the other 9 months of the year, 1n which 
hey are not available, and there are no « rops to be hauled, 

Mr. Loos. It may not be 9 months, but there are several months that 
they are not available. 

Mr. Hinsuaw. We are trying to find a way of controlling this sys 
em by legislation, as it is a terribly disrupting thing to have, as you 
might call it, migratory truckers, who are here today and gone to 
norrow and whom you cannot put your finger on, and they do not have 
eny interstate commerce regulation; and they merely run from one 
place to another, looking for a load, and generally are in a very unsat 
sfactory financial condition; and generally are irresponsible. 

Mr. Loos, I recognize that problem, Mr. Hinshaw, and I might say 
that nobody, I think, has been hurt more by the disrupting effect on the 
rate structure of truckers than the California citrus growers in their 
competition with Florida. Florida rates have been broken down by 
this truck movement, below, at times, probably below where they ought 
to be and our rates stay right up there without any reduction at all. 

However, much as we have been hurt by it, we have not been able to 
figure out anything that could be done to meet that problem without 
induly decreasing the adequacy and flexibility of transportation which 
we recognize we need, and all other agriculture needs. 

Mr. Hinsuaw. Well, of course, there is nothing to stop the farmer 
from taking a return load, if it is an occasional piece of business. That 
is exempted already under the law, is it not? 

Mr. Loos. In the farmer’s own truck? 

Mr. Hinsuaw. Yes; in the farmer’s own truck; the occasional 
back-haul of commodities other than exempting commodities, is per- 
mitted under the law at the present time, without a certificate, 

Mr. Loos. If it is a commodity that answers the description of sup 
plies, farmer supplies, 1 do not believe there is anything that restricts 
him. 

Mr. Hrnsnaw. | think that there is one section which permits the 
occasional haul of commodities. 

Mr. Loos. Yes; the last paragraph, nine. You are correct. 

Mr. Hinsuaw. Well, that gives an opportunity to the farmer him 
self to engage in carrier trucking with his own truck. 

Mr. Loos. Yes. I do not think there is any trouble about the farm- 
er’s own truck. 

Mr. Hinsnaw. All right. Now, we have in a locality a type of 
person who owns several trucks and is in the business of hauling com- 
modities for the community, let us say. He is in the business of trans- 
porting, we will say, agricultural commodities to market—a matter 
which may be within the range of two, three, or four hundred miles, 
and he can take a return cargo of commodities or a cargo vf other agri- 
cultural products. 
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Mr. Loos. Yes. 

Mr. Hinsuaw. As for example, carrying potatoes back to Florida 
during the spring season when Florida is marketing her citrus crop. 
I have noticed quite a number of trucks on the highways, particularly 
trucks in the Carolinas going southbound with loads of potatoes, from 
Maine, I suppose. They may have delivered fruit to the New York 
market. 

Now, that is an exempt movement in both directions; is it not? 

Mr. Loos. Yes, sir. 

Mr. Hinsuaw. They may also haul other commodities and the 
backhaul is subject to regulation under the Interstate Commerce Act, 
if they are certificated carriers, or they can haul exempt commodities 
in one direction and nonexempt commodities in the other. Is that 
true f 

Mr. Loos. That is correct. 

Mr. Hinsuaw. And they can make a regular business of it ! 

Mr. Loos. Yes. 

Mr. Hinsnaw. Now, as far as the farmers in the Delmarva Penin- 
sula are concerned it may be that they want to go to the canneries or 
they may want to go to the New York market with loads of tomatoes, 
or wherever it is, “and the carrier has to look for another load, if 
he is an itinerant carrier; does he not ? 

Mr. Loos. He has to look for another load or return unloaded. 

Mr. Hinsuaw. Yes; if he is an itinerant carrier. 

Mr. Loos. Yes, sir. 

Mr. Hinsuaw. In the first place the farmer has to look up the itin 
erant carrier before he can get them to come to his place and pick up 
a load. 

Mr. Loos. If he can use the local carrier I do not imagine that he 
would try to find an itinerant carrier. If there is no lo -al carrier, 

Mr. Hrnsnaw. If he uses the local carrier, that local carrier is al 
ready in business. He can, be found easily. He should have an inter- 
state commerce license. So, he can haul commodities in the reverse 
direction. 

Now, he may lease his truck, or re-lease his truck and the driver to 
another person on the way back from his destination in order to get a 
load ; may he not? 

Mr. Loos. He could. One carrier can lease to another. 

Mr. Hinsnaw. Well, I think you can see that we have quite a prob 
lem before this committee in enabling the farmer to find a truck to 
use during the time it is necessary to have trucks, and at the same 
time controlling this apparently very bad piece of business which is 
known as the itinerant or gypsy trucker. 

Mr. Loos. Yes; I am sure it is a very serious problem. I recog- 
nize it. 

Mr. Hinsuaw. He owns nothing; he has no liability, particularly. 
He does not carry any liability, and he may chisel on rates and so 
forth, and it is not a very good piece of business. 

I am sure that the agricultural interests of the United States would 
not condone that sort of thing in order to get a little lower rate for 
agricultural products. 

Mr. Loos. That is absolutely correct, Mr. Hinshaw, and I do not 
think that this agricultural exemption, agricultural commodity ex- 
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emption or trip leasing can be justified solely on the proposition that 
it may enable agriculture to get lower rates. If that was all there 
was in it, I would say we could not justify it, in any argument, or any 
proposition, as you have pointed out, and there would be need for regu- 
iation; but that is not the basis for the justification. The basis is 
to assure adequacy and flexibility and availability of transportation. 

Mr. Hensuaw. Well, of course—— 

Mr. Loos (continuing). That is the justification for it 

Mr. Hinsnaw. Of course, that can be supplied, as you say, by the 
private truck owners and by the certificated carriers in the vicinity ; 
can it not ! 

Mr. Loos. It should be—if there is anyway of weeding out these 
itinerant truckers without hurting the availability of other transporta 
tion, why then it probably should be done—but I just do not see how 
you are going to do it, without imposing regulations that will so 
decrease the flexibility and the availability of transportation for the 
agricultural commodities at the time and place they are needed, that 
it will certain hamper the agricultural community. 

Mr. Hinsnaw. Well, your theory points to the need for a man with 
trucks who will move around to the places where the crop is and then, 
he moves the crop to market, and somehow, by standing on the street 
corner or calling up Joe Doakes, he finds a load someplace. That is a 
migratory trucker; that is a gypsy trucker; that is the trucker that is 
hard to handle. 

Mr. Loos. I realize that; but we also need—we also find that at the 
peak season the local transportation is not available; it is not adequate 
and transportation has to be brought in from other areas. Now it 
should be possible and it usually is possible to get substantially stable 
people from other areas to send their trucks in. So what I am saying 
does not apply to the itinerant trucker alone. 

Mr. Hinsnaw. Well, if you will help us arrive at some method 
whereby we can benefit both parties, that is, benefit the trucking indus- 
try, by eliminating the itinerant and migratory trucker, and benefit 
the farmer at the same time, it will be a great help. 

Mr. Loos. Mr. Hinshaw, I have given a lot of thought to that over 
the past years and I have never been able to arrive at anything that ] 
thought would accomplish anything without unduly decreasing the 
flexibility and availability of transportation. 

Mr. Hinsuaw. Of course, there are other means of transportation 
available besides trucks. There is such athing asthe railroads. There 
is such a thing as the airlines. 

Mr. Loos. Yes; but, of course, the airlines are economically impos 
sible for transportation of most of our agricultural commodities, and 
the railroads are so fixed and inflexible in their routes that it is diffi- 
cult to use them on short hauls. 

Mr. Hinsuaw. Well, a short haul is not what the itinerant trucker 
is looking for. 

Mr. Loos. That is true. 

Mr. Hrnsnaw. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mr. Priest. Mr. Chairman. 

Mr. Sprincer. Mr. Chairman. 

The Crarrman. Mr. Priest. 
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Mr. Priest. Are you pretty well familiar with the evidence that was 
introduced in the hearings before the Interstate Commerce Commis 
sion on truck leasing ¢ 

Mr. Loos. On MC—43 ¢ 

Mr. Priest. Yes. 

Mr. Loos. No, Mr. Congressman; I did not follow that hearing 
personally and I have never read the record, but I am familiar in 
general way with the proceedings. 

Mr. Priest. Yes. I present the question for the purpose of asking 
the question to try to determine, if possible, if there was testimony 
among the various witnesses that appeared in that hearing to the 
effect that traflic consisting of exempt commodities in one direction 
and freight in the reverse direction was being carried under the leases 
of 30 days or more, or under regularly recurring trips that, in effect, 
amounted to 30-day leases. 

If you have not had an opportunity to look into that, I will have 
to check it. 

Mr. Loos. There are gentlemen here who followed the record. I 
could ask them, if you wish. 

Mr. Priesr. I understand that the Interstate Commerce Commis- 
sion will be before the committee later; and if you have not had an 
opportunity to look into it, I will be glad to get the information when 
they are here. 

Mr. Loos. I think it would be better to get the information from 
them. 

Mr. Priest. I believe that is correct—that they will be here—is it 
not, Mr. Chairman, that representatives of the Commission will be 
before us? 

The Cuarrman. Yes. 

Mr. Priest. That is all for the time being, Mr. Chairman. 

The Cuarrman. Are there any further questions ? 

Mr. O'Hara. Mr. Chairman. 

The Cuamman. Mr. O’Hara. 

Mr. O'Hara. Mr. Loos, I think we have two problems before the 
committee in this legislation. 

ficane people may be well concerned about wiping out the itinerant 
trucker, but I think the Congress has to share the responsibility of 
what is going to happen to our farm economy if a bad regulation is 
made which is going to hamstring the opportunity of agriculture for 
the movement of its products. Is that not true? 

Mr. Loos. That certainly is true. 

Mr. O'Hara. Now, let me ask you this question: Have you been 
familiar with the decrease in railroad availability, insofar as boxcars 
and transportation on rails is concerned, during the past 10 or 15 
years? That is, in our agricultural areas, where trains have been 
taken off, which lessens the availability of transportation by rail? 

Mr. Loos. Where we have had car short: ages, you mean # 

Mr. O'Hara. Both car shortages and train shortages. 

Mr. Loos. And that has decreased train service # 

Mr. O'Hara. That is right. 

Mr. Loos. Yes; I am familiar with that in a general way in certain 
areas. 

Mr. O'Hara. That has been serious in our part of the country, in 
Minnesota, for ‘the last 12 or 15 years, as I have observed myself. 
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Mr. Loos. During the grain movement ; yes. 

Mr. O’Hara. And the soft-corn movement, and also during the 
vegetable seasons? 

Now just what do you think this MC—43 will do to our agriculture 

it there? Is there any question in your mind as to what it is going 
todo? 

Mr. Loos. No; there is no question in my mind that when you get 
those situations, where rail transportation fails; where you can only 
turn to truck transportation as a substitute, that you will not hi ave 
aval ilable as much truck transportation without this trip-leasing privi- 
ege as you would have with it and you may very well run into some 
serious shortages of truck transportation without the trip leasing. 

Mr. O'Hara. And if the shortage in truck transportation develops, 
whether it is duri ing the time for the shipment of vegetables; whether 
it is soft corn, or whether it is grain on the ground, that has to be 
moved before the rainy season starts in, what is going to happen to 
that product ? 

Mr. Loos. It is going to mean that the product is going to be lost. 

Mr. O’Hara. Of course, it is going to be lost. There is not any 
question about that. And, that is not only going to affect agricul- 
ture, but it is going to affect the consumers, is it not ? 

Mr. Loos. Yes, sir. 

Mr. O'Hara. Now, is there any question in your mind but what MC 
18, ICC, is going to drive certain available agricultural truck trans- 
portation out of business? If there any question about that ? 

Mr. Loos. Out of the agricultural business ? 

Mr. O'Hara. Out of the agricultural business. 

Mr. Loos. No; there is no question in my mind about that at all. 

Mr. aan ‘RA. How many of these true kers, whether they are farm 
operators, or private individuals, are going to carry a load of farm 
products one way and then come back empty? Now, how many of 
them could stand to operate that way ? 

Mr. Loos. None of them are going to do it unless they get a bonus 
or make an extra charge above the normal rate on the going movement. 

Mr. O’Hara. Just.as you have pointed out, if you follow that with a 
strict interpretation so as to protect solely the regulated carriers 
whether they be the rail or trucks, it means that you will be having 
one truck going back empty and another truck following along behind 
with a load that he could have carried if that truck was available. 

Mr. Loos. a sir; that is exactly what would happen. 

Mr. O'Hara. Now, you have brought up the point of the diverting 
of farm products from one market to another. That is, a man may 
start out with a load of tomatoes for, we will say, the New York 
market, from Ohio, or Indiana, or some place like that and the owner 
of that product finds out that the market is flooded in New York. He 
has got to try to divert that truck, has he not / 

Mr. Loos. Yes, sir. 

Mr. O'Hara. Does that happen quite frequently in the fresh vege- 
table season and fresh fruit season ? 

Mr. Loos. Yes; it happens quite frequently. That may be illus 
trated by the fact that by rail you have very liberal diversion priv- 
ileges that are constantly being used; those privileges are constantly 
being exercised. 
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Now, this agricultural exemption gives us in effect for trucks the 
same liberal diversion privileges we now have by rail. 

Mr. O’Hara. Well, of course, during the critical seasons, whethe: 
it is vegetables or grains that have to be moved, the people who are 
the owners of the product have to get that in in a very short time; is 
that not true ¢ 

Mr. Loos. Yes, sir. 

Mr. O’Hara. Either to some form of a market or to storage places. 
Is that not true? 

Mr. Loos That is true; yes, sir. 

Mr. O’Hara. Now, could you see any harm—lI do not think the limi 
tation which exists today, as I recall it in section 9 with reference to 
2 or 3 trips a month in a back haul, where they have hauled exempt 
agricultural products—I think there is a limitation, as I recall it, of 
2 or 3 trips of hauling back of commodities which are not termed 
“farm commodities.” 

Now, is that limitation going to be a serious curtailment in these 
rush seasons with these shippers, in getting the trucks back, or would 
you think that we might put a provision in, write some sort of a regu 
lation that does permit the truck, from its point of unloading, to 
return to its general area of origin, and remove any exemption as to 
what it might haul back? Would that be of any help? 

Mr. Loos. Yes; I would think so, provided it permitted the load 
to be furnished by a carrier. If you just gave the hauler, that is, that 
particular truck owner or operator of that particular truck that pri 
ilege without permitting him to go to a carrier to get the load, | 
might have great difficulty in using the privilege to get a load. He 
would almost have to go to somebody in the transportation business 
to get his return load. 

Mr. O'Hara. Well, the truck has got to come back to the point of 
origin. 

Mr. Loos. Yes. 

Mr. O'Hara. My point was if he goes to the point of destination, 
whether it is a diverted transportation or a direct one, and unloads, 
he should have the right of coming back with a load or part of a load 
over that same highway; over that same route. That is the point 
I am trying to make. 

Mr. Loos. Yes, sir. 

Mr. O’Hara. Now, we have got to have railroads. I recognize that. 
We have got to have the certificated carriers. But, I also say we have 
to have this, or some method of meeting this demand which agriculture 
has upon it in its critical seasons. 

What I am trying to do is to arrive at, if possible, some disposition 
of this knotty prenign which is fair to everybody and which is reason- 
able and sensible. 

Now, that was my thought in connection with this right of reload 
ing, of loading and not going to some point far off of the route that he 
was traveling, but to return over the route he is traveling. 

Mr. Loos. Well, that would be helpful, but it should not be too re 
strictive as to the precise point of origin, because the precise point 
of origin might be on a farm or a packinghouse and it ought oo in 
the general area. 

Mr. O’Hara. I agree with that. That is what I have in mind. 
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Mr. Loos. Yes. 

Mr. O’Hara. That is all, Mr. Chairman. 

Mr. Harris. Mr. Chairman. 

The Cuatrrman. Mr. Harris. 

Mr. Harris. Mr. Loos, is it your position that only trucks engaged 

n the transportation of agric ultural products should be considered in 
connection with this problem ¢ 

Mr. Loos. With this problem of trip leasing? 

Mr. Harris. Yes. 

Mr. Loos. No; I think this problem is broader than just agricultural 
commodities. 

Mr. Harris. I know it is broader, but are you concerned— 

Mr. Loos. I beg your pardon. 

Mr. Harris. I know it is broader, but are you concerned with the 
broader aspects of it? 

Mr. Loos. I do not feel that I am qualified to speak on the broader 
aspects of it. Iam concerned in the sense that I am concerned with 
anything that affects transportation ; but my remarks have been limited 
to the agricultural aspect. 

Mr. Harris. Well, the point that I wish to develop further, has been 
referred to by other haqeie ‘rs in asking you questions, and that is this 
group who come under the so-called itinerant trip- leasing problem 
who are not engaged in the transportation of agricultural] sidlnete at 
all, and you say you are not primarily concerned with that. 

Mr. Loos. I realize there is such a group, but I do not have enough 
nformation about it to give you anything that would be at all helpful, 
lamsure. I realize there is a problem there. 

Mr. Harris. Should that problem be tackled, can you see how it 
would in anyway affect the present exemption provision regarding the 
transportation of agricultural products ¢ 

Mr. Loos. No: if it were limited to itinerant truckers who do not 
transport agricultural commodities in either haul, I do not see how 
it would affect our problem. 

Mr. Harris. The big problem, that is, one of the big problems of 
the farmer is transportation, that is, in the distribution and marketing 
of his product. Is that not true? 

Mr. Loos. Yes, sir: that is the big problem. 

Mr. Harris. And that is primarily responsible for this exemption 
provision ? 

Mr. Loos. Yes, sir: it is. 

Mr. Harris. For the availability of transportation and the flexi 
lility of transportation to meet the requirements. 

Mr. Loos. That is the basic reason for it. 

Mr. Harris. Now we have had presented to us here these two prob 
lems which have been referred to. 

Now, it seems from what I have been able to get. from the witnesses. 
the crux of the problem is with the certificated carriers. In other 
words, a company who is certificated, and engaged in the practice of 
leasing trucks, and out of that practice, according to the information 
we have had here, arises the abuses that have been referred to. There 
have been some, of course, referred to the fact that the agricultural 
exemption was partly responsible for it; but I think the prevailing 
information we have had is that the greatest abuses are among those 
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who engage in this practice, altogether outside of the agricultural 
transportation problem. 

Mr. Loos. That may well be. 

Mr. Harris. And that is the reason this term “gypsy” developed in 
connection with these hearings, as I understand it. 

We did not have anyone relate any abuses to us with reference to the 
gypsy problem along the line you mentioned a moment ago of the 
truckowner himself hauling his own commodities, leasing his equip 
ment on the return. The abuses that 1 am impressed with that have 
been presented to us have been by the persons who are certificated, 
and go out and lease a truck and that truck avoids any regulation 
whatsoever, as a practical matter. Technically that is not true, be 
cause while it is moving that product it is under the jurisdiction and 
control of the carrier and the carrier is responsible, but he makes one 
trip, we will say, from Chicago to Los Angeles or any other place and 
then he is out from under any jurisdiction ; then he goes over there and 
makes another connection and perhaps he is down in Texas. That 
particular carrier avoids all types of regulations, and consequently 
this situation has developed, as I understand. 

Now what would be the affect of the approach to the back-hau! 
movement for a provision that a trucker who avails himself of the 
exemption provision of the agricultural products must return with 
his back-haul movement to the general area of origin? 

Mr. Loos. That would cerainly be a great improvement over an 
elimination of the trip leasing altogether and it might be enough 
Certainly that is the purpose, to give a back-haul movement ; and it 
is not to have him go on and continue in the same direction, or any 
other general direction. That might be satisfactory, provided there 
was reasonable flexibility about the area to which the return move- 
ment was to be made. I think that might be a way of meeting it. | 
would not want to commit myself. 

Mr. Harris. One of the other types of abuse which has been referred 
to is the man who avails himself of the exemption provision, and he 
moves a load to the market at Chicago, and he winds up with leasing 
his equipment for a trip to New York or Maine, or somewhere else, 
and then maybe up there he goes to another certificated carrier and 
gets a trip, a load of general commodities, maybe to Florida or some 
other place, and finally he winds up back in his own bailiwick maybe 
2 or 3 weeks later. 

Mr. Loos. Yes, I realize that that happens. 

Mr. Harris. Now, those two types of abuses are referred to and are 
the ones that a great deal of stress has been placed on here and I have 
been interested in that problem, and perhaps the idea of a return o1 
a real back-haul movement; but you mentioned something a moment 
ago that has caused me to think somewhat more about it, and that 
was that these perishables, that is, the farm commodities, a great many 
times in one area will have to move and they have to have additional 
transportation. You were talking about the flexibility in getting 
trucks into that area. Perhaps they might go out into one area and 
bring in a fleet of trucks to move the products out to the market, and 
perhaps those trucks, that fleet of trucks, would not be needed in 
that general area anymore. They might be needed in some other area 

Mr. Loos. That is true. 
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Mr. Harris. That might happen one time in Texas and another 
time in Florida. 

Now, if a restriction, as was suggested about a true back-haul move- 
ment in the general back-haul area, were to be provided, what effect 
vould that have on that situation ? 

Mr. Loos. To that extent it would reduce the flexibility of the trans- 
portation and it might mean that when it got to the point where they 
did not want to come back to that area they would just take one le 
load. 

Mr. Harris. Are you familiar enough with that condition where 
such fleets of trucks must be called upon from one area to another, to 
give the committee at this time your opinion as to how it might impair 
the availability of transportation for farm commodities ? 

Mr. Loos, Well, I probably am not as familiar as I should be with 
he details of how that is handled, but I am sure that any restriction 
of that kind would, in a degree, reduce the availability of transpor- 
tation. 

Mr. Harris. If you could find out from further consideration of the 
problem in the next few days; if you can find out just how serious that 
impaismpent might be, would you give the committee the benefit of 

ubmitting your statement? I think that is rather important, that 
particular point, and I would like to have it for myself. 

Mr. Loos. I will be glad to. I think there are other regulations pro- 
posed by the Interstate Commerce Commission in this case that do 
have a bearing on that, but I am not sufficiently familiar with them to 
discuss them; but we will give you a statement on that. 

Mr. Harrts. Thank you. That is all, Mr. Chairman. 

Mr. Have. Mr. Chairman. 

The CHarrman. Mr. Hale. 

Mr. Haw. Mr. Loos, I got the impression from other witnesses who 
testified, that the farmer-owner-and-operated truck was a relatively 
insignificant factor in this whole problem. Do you agree with that? 

Mr. Loos, I think so; yes. I think the proportion of commercial 
transportation to market that is performed in farmer- aired trucks is 
relatively small. 

Mr. Hare. You testified this morning, as I understood you, that the 
question of the availability of transportation was more disturbing to 
you than the question of expense ? 

Mr. Loos. Yes, sir. 

Mr. Hare. I am very greatly interested in anything you may pro 
duce in response to Mr. Harris’ inquiry, because I think that is the 
nub of our problem. We want to see that the farmer gets his crops 
taken to market, but we do not want to upset the salutary requirements 
of the regulation of truck movement on the highways. 

Mr. Loos. I recognize that is a problem. 

Mr. Hater. Now, 2 or 3 witnesses have told us that that problem is 
insolvable. You have indicated something of that sort this morning. 

Mr. Loos. All I indicated was, so far we have never been able to 
arrive at any proposal that would remedy the situation and yet would 
not impair the flexibility and availability of tr ansportation to meet 
agriculture’s needs. 

Mr. Hare. The whole thing is relative, is it not? When you have 
regulation at all you to some extent impair what you call flexibility. 
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Mr. Loos. Yes, sir; and if there is some regulation that will impair 
the flexibility and availability of transportation to agriculture some- 
what, but not unduly, why then that regulation should be adopted. 

Mr. Hare. If you could abolish all regulations, you would have 
“flexibility”; all right, but it would be a disastrous kind of flexibility. 

Mr. Loos. I am not advocating that at all. 

Mr. Hate. That is all I have, Mr. Chairman. 

Mr. Rogers. Mr. Chairman. 

The Cuatrman. Mr. Rogers. 

Mr. Rogers. Mr. Loos, we have had a lot of good information i: 
regard to this bill. After all is said and done, would you conside: 
the enforcement of this order a detriment, and a harm, and injurious 
to the best interest of the agricultural producers of this country 
the distribution and marketing of their products ? 

Mr. Loos. The enforcement of this regulation ? 

Mr. Roa RS. Yes. 

Mr. Loos. Congressman Rogers, it would be exceedingly so. 

Mr. Rogers. Would you not also say that it would be injurious to 
the consumer, because it would increase the price of the commodities 
by reason of these additional costs? 

Mr. Loos. Yes, I think it would have an adverse affect on the con 
sumers also. 

Mr. Rogers. It is not true also, Mr. Loos, that the certificated 
carriers could control the trip-lease problem, because there is no 
trucker who hauls exempt commodities who could come back with 
a load unless some certificated motor carrier gave him the lease ? 

Mr. Loos. That is absolutely correct, Mr. Rogers. The certificated 
carriers are the only ones who make the leases. It is the lessee. It 
is he who is regulated and if the regulations were enforced against 
him, then these abuses would not arise. 

Mr. Rogers. Do you see any reason, therefore why opponents should 
come to the Government. and ask the Government to do something for 
them which they could do for themselves ? 

Mr. Loos. No; I do not. 

Mr. Rogers. That is all, Mr. Chairman, 

Mr. Heserron. Mr. Chairman. 

The Cuatrman. Mr. Heselton. 

Mr. Hesevron. Mr. Loos, Mr. Fraser, in his statement the other 
day said the Department of Agriculture had issued a table showing 
a Classification of the 5,382,100 farms by income in 1950. He stated 
that 78 percent of all the farms had gross sales of less than $5,000. 
Now, working that out of the 5,382,100 farms, 4,198,038 had gross sales 
of less than $5,000, 

His point was—and I think it was very well taken—they just 
cannot afford to own and operate trucks. They depend upon some 
one else to furnish trucks to move their products. 

Have you any information as to how many of those 4,198,038 
farmers have available to them either rail or certificated truck carriers 
for transportation ¢ 

Mr. Loos. If you speak of the movement from the farm itself, I 
would say, very, very few of them and there are many of them who 
do not have available a certificated carrier movement from any point 
that is reasonably located with reference to their farm so that it can 
be reached without other haul. 





TRIP LEASING 417 


Mr. Heseiron. Do you also rah any information as to the number 
of trucks owned and operated by the certificated carriers; by the 
farmers; by the local truckers ; and by the so-called gypsies? 

Mr. Loos. No; I would not be able to give you any figures on that. 

Mr. Heseiron. Do you know whether ‘those statistics are available 
invwhere ¢ 

Mr. Loos. Iam sorry; I did not understand you. 

Mr. Hesevron. Do you know whether there are any statistics in 
that field available, from any source ? 

Mr. Loos. We do not know of any. 

Mr. Heserron. That is all, Mr. Chairman. 

Mr. Sprrncer. Mr. Chairman. 

The Cuairman. Mr. Springer. 

Mr. Sprrncer. Mr. Loos, during these several days of hearings I 
have listened to a description of what is called the itinerant trucker 
or gypsy. 

I would like to present, if I may, for consideration of both sides of 
this subject, what I consider to be a more balanced proposition, facing 
both the trucking industry and the farmers in my own area, in [li- 
nois. I think it is a fair cross section of the Middle West. 

There we all have truckers who come under this particular section 
and this MC 43, which in December, January, February, and March, 
will probably be carrying cattle; beginning in the next few months 
after that those same motors will be carrying other agricultural prod- 
ucts. In the summer they will probably ‘be engaged entirely in intra- 
state, within the State of Illinois, in carrying grain to the elevators. 
During all of the summer months, practically, beginning in the fall, 
they begin to carry fruit from southern Illinois to beyond the bounda- 
ries of the States. 

There is a situation where the trucking industry that is engaged in 
ene particular thing that you have been talking about, in my estima- 

ion, is not a gypsy or an itinerant, but is in a balanced trade, year 
aaa carrying farm products. 

Mr. Loos. I would not consider those itinerants. 

Mr. Springer. Now, there, in my estimation, is a genuine trucking 
ndustry which is under lease arrangement with the farmer or with the 
producer, or whatever he is. He is a legitimate around-the-clock, all- 
year-round in the agricultural business hauling goods to market. 

Now, probably for 6 months out of the year he is hauling out of 
the State, in which case he is regulated by the Interstate Commerce 
Commission. Probably for 6 months he is carrying within the State, 
when he does not have any connection, we will say, with the regulation 
of the Interstate Commerce Commission, so far as their operations 
are concerned. 

[ bring that to the attention, I think, of the committee, because of 
the fact that I believe that that is a legitimate trucker enitled to this 
kind of a provision. 

Now, the thing that Mr. Harris brought home a minute ago, I 
think did have some merit in connection with this. 

I wonder, in view of what I have known about our balanced truck- 
ing arrangements, where you do have a leasing arrangement with 
your producer or your farmer, that if it would hurt the farmer gen- 
erally over the country, if you entered into some kind of an arrange- 
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ment whereby on one of these two trips he must carry agricultural 
products—that. is, must either carry them to or from his point of 
destination and if in addition he must return to the same general area. 
That is, he cannot go to New Y ork, and then go from New York to 
Boston, and from there to Cleveland or Minneapolis; but he must 
return within a reasonable time to the general area from where he 
started, we will say, in the same State. 

Now, it seems to me that that is as fair a kind of an arrangement 
as you could have. 

i think there is certainly some abuse in this question of the fellow 
who can just lease a truck and haul all over the country, from here, 
there, and everywhere under this trip arrangement, in competition 
with your legitimate operator, who is in the certificated business. 

Now, the question that rises from that whole entire statement is 
this: 

Do you think that if you had this section (b) in 203 limited some- 
what so that you actually protected the people we think should be 
protected, which in many instances I will say, is the farming interests 
of my district—at the same time with not any intention of penalizing 
or hurting the general certificated carrier, who may be hurt by peop le 
who are engage dat all times in the business of leasing and operating! 

Mr. Loos. I think that some regulation along that line might be 
devised that would meet the problem that you are trying to meet and 
would still not unduly impair the adequacy ‘and flexibility of transpor 
tation for agriculture, but I would suggest in considering that that you 
also consider not only permitting him to return to the general area of 
the point of origin of that particular trip, but also, as was pointed 
out by Mr. Harris, I believe, the trucker might be domiciled or in 
business in another area and you might give him the choice of 1 
turning to the area in which the trip originated, or to his home Ses 

Mr. Sprincer. In one trip? 

Mr. Loos. In one trip. 

Mr. Sprincer. In other words, he could not make another trip? 

Mr. Loos. An alternate back-haul. 

Mr. Sprincer. He could make one return trip ? 

Mr. Loos. Yes. 

Mr. Sprinecer. As I take it now, under this regulation, this MC- 
43 that now the contract will be so specified that no opportunity will 
be given for a return trip, because he must register that contract, as 
I understand it, under this arrangement, with the ICC. He is on 
the record there. He can make just one trip. He can make a trip to 
New York or Florida and back, but he can make just the one return 
trip. He cannot make a return trip to Cleveland. For instance, he 
could make a trip to New York and return to Centralia. That is 
legitimate. But, he could not make a trip to New York and then make 
a return trip to Louisville and then another trip to Illinois. Does 
that sound like a reasonable arrangement ? 

Mr. Loos. That sounds like a reasonable approach. I would not 
want to indore it fully without further study. 

Mr. Sprincer. In other words, you think on general principles 
it is all right; the general principle of trying to be fair about this 


return trip in the general area ¢ 
Mr. Loos. Y es, sir. 
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Mr. Srrineer. And that he must carry agricultural produce in one 
way or the other? 

Mr. Loos. I am sure that any limitation to that effect would not be 
too unfavorable or harmful, because that is what we are after, a return 
load for the agricultural truck that is going to market. 

Mr. Sprincer. I believe that is all. 

The Cuatrman. Are there any further questions, gentlemen ? 

Mr. Petty. Mr, Chairman. 

The Cuarrman. Mr. Pelly. 

Mr. Petty. Mr. Loos, I think it is pretty obvious to anyone who has 
sat through these hearings that there is considerable resentment on 
the part of the members of this committee to a department regulating 
against the intent of the legislation that emanated from this committee. 

At the same time we have quite a Eeneny to protect the rail- 
roads and the licensed carriers, and some of us are deeply concerned 
over this problem of how you can protect the farmers and the agri- 
cultural interests and at the same time recognize the need of protecting 
the carriers. 

Would you say that, in your opinion, it would properly serve the 
agricultur al interests if they were exempted, where a part or all of 
the trip were used for exempt products, and that if the trip were not 
exempt then the 30-day lease must be required ? 

How would that affect agriculture? 

Mr. Loos. If it is only on the going trip—there is where the a 

ultural products are affected. Then on the return trip— 

Mr. Petty. They are completely exempted. 

Mr. Loos. Completely exempted from regulation. 

Mr. Petty. As long as the person was engaged i in carrying agricul- 
tural products, there would be no 30-day lease requirement. 

Mr. Loos. Any regulation that might apply to carriers of other com- 
modities, as to leasing for return trip, would not be harmful to agri- 
culture if it does not apply to a trip on which the agricultural com- 
modities were hauled. I cannot see that there would be any question 
about that. 

Mr. Petry. I was wondering if that would affect the trucking in- 
dustry, the so-called itinerants, so that they would not be available or 
there would not be available equipment to handle the agricultural 
products. 

We have had the statement, for instance, that in Texas there are 

various crops to be moved, but that during part of the year there are 
no agricultural products available for movement, and therefore those 
trucks must be used someway. 

Mr. Loos. They are used for other things. Now, when they are used 
for other things, they are used either by private carriers or by certifi- 
cated carriers. Otherwise they would be violating regulation if they 
were not used by certificated carriers which had a license, or a private 
carrier which did not need one. 

Now, the private carrier would not be affected by the regulation any- 
way and if the certificated carrier was unable to make a trip lease, he 
would not be affected. I do not believe that that would materially 
affect the trucks that would be available for agriculture, although it 
might in the long run tend to drive people out of the trucking business 
and reduce the number of trucks and truck operators to a point where 
it would have an adverse effect. 


orl- 


= 
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Mr. Petry. It is pretty obvious, starting with Mr. Hinshaw and 
Mr. Harris, and all oe n the line, that everyone is looking for a com 
promise that will protect the farmer and at the same time protect the 
railroads, and the carriers, and if we could come up with some solution 
like that I think that we will all be happy. 

Mr. Loos. I would be happy, too. I certainly think that agriculture 
ought not to insist on anything beyond reasonable freedom of move- 
ment on the return trip for a going trip of agricultural commoditie: 

Now, if there would be any adverse effect by regulation of other 
types of transportation, I think it would be sufficiently indirect so that 
agriculture should not object to it. 

Mr. Pexiy. I am wondering why those who have opposed this par 
ticular legislation, after listening to this testimony that has been given 
so far have not come up with some suggestion along that line, because 
it must be obvious to them that we are going to protect agriculture and, 
therefore, if they do not come up with ‘something they might be hurt. 

Mr. Loos. I honestly think that the reason they have not is because 
they are not so much interested in trip leasing, as they are in doing 
something to impair the agricultural exemption. They have been 
against the agricultural exemption all of the time and they want to 
find some way of destroying it or at least i impairing it. 

Mr. Petiy. I think you are not quite accurate there, because I think 
that all recognize that agriculture has to be protected. 

Mr. Loos. I am spe: aking of the railroads. I think that is their inter- 
est in this case. I am not ‘speaking of any member of this committee. 

Mr. Petry. I think that the railroads realize that the farmers are 
their best customers and I think that they want to protect them. That 
is all, Mr. Chairman. 

Mr. Youncer. Mr. Chairman. 

The CuarrMan. Mr. Younger. 

Mr. Youncer. Mr. Loos, I think you have covered this, practically, 
but 1 want to get it down to a yes or no basis. 

You believe that the enforcement by the ICC of MC-43 rule would 
in effect abolish the present agricultural exemption granted by Con 
gress? 

Mr. Loos. I would not say it would abolish it, but it would very 
seriously impair it, and take away many of its benefits. 

Mr. Youncer. Now, do you agree with the general testimony that 
has been given to the committee to this effect, that the difficulties in the 
trip leasing have resulted not from the hauling of agricultural prod 
ucts, but from the hauling of other products ¢ 

Mr. Loos. Yes, I think any difficulties that have occurred in the 
trip leasing are due to the failure of the certificated carriers, which 
make the trip leases, to observe the regulations of the Commission. 

Mr. Youncer. That is what we are coming to next. And, you be- 
lieve—which has been the testimony of practically all that I have 
heard before the committee—that these difficulties and these troubles 
arise out of the carelessness with which the certificated carriers have 
executed their trip leases ? 

Mr. Loos. Yes, sir. 

Mr. Younger. Do you believe that? 

Mr. Loos. I believe that; yes, sir. 
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Mr. Youncer. All right. Now, we will take the next step. Granted 
that, do you believe that the ICC could reach this question of control 
of the trip leasing, by controlling the certificated carriers? 

Mr. Loos. I believe that it should be possible to do it. 

Mr. Youncer. Well, you think that this is a possible solution then, 
that: the ICC could make a rule which would state that the trip-leas- 

ng contracts, with the certificated carriers, must require that those 
lessees must assume all liability for the truck of the lessor in the same 
manner in which the lessee assumes the responsibility of his own 
trucks, until such time as this truck is leased and is in the service of 
another lessee, of a certificated carrier, or until such time as he re- 
turns to his point of origin. 

Mr. Loos. I think that would cert: ainly accomplish a great deal in 
effecting better control by the Commission of the trip leases. 

Mr. Youncer. And in that ease, if the lessor, in the trip lease, vio- 
lated any of the rules of the ICC, then the certificated carrier could 
have its certificate revoked. 

Mr. Loos. Yes, or could be penalized in some other way. 

Mr. Youncer. That is right. And so in that manner they could 
control this trip leasing without affecting or abolishing, or interfering 
with the exemption that is granted to agriculture by the act of Con- 
oress. 

Mr. Loos. The Commission certainly has the power to control trip 
leasing in the hands of the certificated carriers. 

Mr. Youncer. And that the difficulties which arise from these leases 
is due to the carelessness with which these leases are made by the cer- 
tificated carriers, and that they certainly contribute to it. 

That is all, thank you. 

The Cuarrman. Are there any further questions, gentlemen ? 

Mr. Loos, there have been many so-called solutions or suggestions 
offered to us during the course of these hearings. We started out with 
a bill, so far as the wording is concerned, that was very simple in char- 
acter, but it has developed to a situation that some may not be aware 
of, as to what would come within its provisions. So, recognizing in 
some of those instances, there may be some justification for criticism 
and yet there could be a reasonable justification for giving relief from 
this order to the farmers, that has produced a series of solutions and 
suggestions that has grown to the point, almost without number, and 
[ am about to suggest that the staff endeavor to collect from the testi- 
mony of the different witnesses a statement that will cover each of 
these, so that at least the committee when it enters into a consideration 
of this bill will have before them all possible angles. 

Now, I have 1 or 2 more to add to that list at this moment. 

What would you think or what would be your opinion with respect 
to an amendment to permit a regulated carrier to trip lease only from 
a farmer who uses his truck primarily to carry his own agricultural 
products ¢ 

Mr. Loos. Well, that would not meet the problem at all, Mr. Chair- 
man, because there are so few of those trucks, farmer-owned trucks, 
carrying their products. Of course, it would help to that extent, 
although I doubt that even there you need anything, because he has a 
right to bring back supplies, and under the agric ultural hauling clause 
might get bv: but it might help him to an extent; but the percentage 
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of the total movement of agricultural commodities by trucks that move 
in the farmer-owned truck, carrying his own product, is a very smal] 
Peis Cee 

The Cruatrman. These suggestions or questions which I am asking 
I am asking by request. 

In other words, it was in the mind of the person suggesting t] 
proposed amendment that the LCC regulate; to let the ICC regula 
tions apply to the itinerant truckers. In other words, confine it to the 
itinerant truckers, 

Mr. Loos. Well, that would be all right, if you had the right defini 
tion of itinerant truckers, but that is something which peresents a 
very great problem itself. Certainly the truckers referred to by Mr, 
Springer should not be classified as itinerant truckers. 

The Cuairman. Now, in many places in your statement you make 
reference to farm-afliliated vehicles. For instance, on page 5, line 1. 
Will you explain to us just what you mean by “farm affiliated 
vehicles” ? 

Mr. Loos. We used that term to refer to vehicles owned by farmers 
covered by paragraph 4 (a) of section 203 (b), and then there is 
another provision, item 5 of that same section which exempts coopera- 
tively owned trucks; trucks owned by farmer co-ops, and item 6, the 
one here under discussion, the agricultural commodity exemptions. 

We used that term to cover all of those types of vehic les. 

The Cruarrman. Now, a further question. What is your opinoi 
with reference to the suggestion th: at was made by one of ‘the witnesses 
that the act be amended to permit itinerant truc ‘kers to haul only farm 
products for licensed carriers, not shippers, within a specific terri 
tory—not all over the United States. 

Mr. Loos. Well, that sounds rather restrictive to me. There again 
it depends on what your definition of itinerant trucker might be. | 
am afraid if you say, if you confine it to one area; if you confine it 
to a general area and not all over the United States, does not that 
by the very confinement remove them from the class of itinerant 
truckers ¢ 

My conception of an itinerant trucker is one who just wanders all 
over the country and has no home base, and if you try to confine them 
then to & partic om ur area, why then they cease to be itinerant truckers. 

The Cuamman. Well, after several days of hearings it would seem 
from the Toositen that have been asked by membe rs of the committee ; 
comments and observations that they have made; that there might 
be a very real desire upon their part to recognize the rights, so to 
speak, of the farmers. 

The fact that they were granted an exemption in the act is an in 
dication that from the beginning it has been recognized that their 
situation is different and should be given specific recognition. How 
ever, as the hearing has progressed there have been suggestions that 
have been brought to the attention of the committee that would not 
seem to have justification in a regulatory measure, where there is a 
regulated carrier. 

Now, this is the thought that the committee has, I think—I know 
that it is in the mind of a great many of us—how on one side to affect 
the purpose of the le gislation that has been proposed, without at the 
same time giving recognition or standing to phrases that do have a 
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bad effect, so far as the regulation of the motor carrier industry is 
concerned. Now, that is where the consideration of the committee will 
undoubtedly come in. We are anxious to have all possible help we 
can get and I take it that the committee would not be averse to any 
individual, whether he be a trucker, or a farmer, or whether it be the 
railroads, or a labor union, or whatnot, that have appeared here, 
either one way or the other, making suggestions along the lines that 
| have indicated. 

In doing that, I do not want to infer that that is or will be the 
action of the committee in this matter. I am not able to speak for the 
committee at this time. I can only speak from the standpoint of the 
questions that have been asked and observations made, or what has 
been said to me personally by different members of the committee, and 
we recognize that when we adopt some such restrictive bill or amend- 
ment to the bill, that regardless of that, it will be considered by the 
committee. 

So that if there is any thought that anyone wishes to present for con- 
sideration by the committee in its executive sessions, we will be glad 
to hear from them. 

That does not mean that we are going to hear all of these witnesses 
again, to advance their particular solutions, and give their reasons. 
We will consider them from the standpoint that they are submitted to 
us for executive session and not asa part of the record. 

I have nothing further. 

Mr. Bennerr. Mr. Chairman. 

The Cuarrman. Mr. Bennett. 

Mr. Bennett. I would like to ask a question. Mr. Loos, what 
would you think of a suggestion, something like this: Suppose the 
Interstate Commerce Commission enacted a rule providing that cer- 
tificated carriers had to own say 75 percent of their equipment and 
could lease 25 percent of it, and the 25 percent subject to lease should 
be available to carriers of agricultural commodities ¢ 

Mr. Loos, Well, I think that would be a rather restrictive measure 
from the standpoint of transportation in general. Ownership of 75 
percent of the equipment used is a pretty high percentage of all of the 
equipment. There are many railroads who do not own anywhere 
like that percentage of cars used. 

Mr. Bennerr. Do you think that increasing the requirement or 
making the requirement that the certificated carriers own and operate, 
or own a certain percentage of the equipment operated; a minimum 
percentage should be owned- 

Mr. Loos. That might be desirable. It would tend to give per- 
manency and stability to the certificated carriers, but I think the per- 
centage should be a reasonably low one, and there are situations of 
truckers just as there are of railroads where they have available a 
large quantity of trucks that are available for lease, so that they do 
not need to own much equipment. Just as with the New Haven Rail- 
road, for example. I believe that with all of the cars that are made 
empty in the New England territory, they do not need to own very 
many cars of their own. They can use the cars that are made empty 
there. That is one reason, Mr. O'Hara, why you cannot get the freight 
cars back, because some of the eastern railroads do not own very 
much of the equipment they use. 
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Mr. O'Hara. I have been through it for 12 years now. 

Mr. Bennerr. There has been considerable testimony here that a 
substantial part of the traffic moving around the country by trucks is 
moved by vehicles that are leased and not owned by the carriers under 
whose jurisdiction the trucks are moving the traffic. 

Mr. Loos. That is probably true, and perhaps it may be that the 
number seems larger than it really is. Take the Allied Vans, for 
example. You are probably familiar with that. You have seen those 
trucks. They have a general permit covering pretty much all of the 
country to carry household goods, and that is a cooperative trucking 
concern. It is composed of a great. many individuals or firms that 
own their own trucks; but every one of those movements is in the form 
of a leased movement, I believe, because it is from the use of the co- 
operative certificate that authorizes the movement of the particular 
trucks. One of those trucks will start out very often and go all over 
the country before it gets back to its home base. I do not consider 
that an itinerant trucker, and I do not see anything wrong with that 
movement. 

Mr. Bennett. That was all I had, Mr. Chairman. 

The Cramman. Are there any further questions, gentlemen? If 
not, that concludes the hearings for today. 

Mr. Loos. Thank you very much, Mr. Chairman. 

The Cuarman. I have a statement here from Mr. Blaine Liljen- 
quist, and one from Mr. Joseph M. Scanlan, which I will submit for 
the record. 

(The statements above referred to are as follows :) 


STATEMENT BY JOSEPH M. SCANLAN ON BEHALF oF Moror CARRIERS 


My name is Joseph M. Seanlan. I am an attorney at law with offices at 111 
West Washington St., Chicago, Ill. I am testifying on behalf of the following 
carriers who are engaged in the transportation of freight, for hire, in interstate 
commerce. These carriers have authorized and directed me to testify on their 
behalf before this committee in support of House bill 3208: 


Austin Truck Service, Inc., Waukegan, Il. 
Budreck Truck Lines, Chicago, IL 

Lioyd A. Campau, Detroit, Mich. 

Central & Southern Truck Lines, St. Louis, Mo. 
Chicago Southern Transportation Co., Chicago, Il. 
Chicago Trailer Transport, Inc., Chicago, Ill. 
Chrispens Truck Lines, Inc., Chicago, IL. 
Distributors Service Co., Chicago, Il. 

Ellsworth Freight Lines, Inc., Eagle Grove, Iowa 
Lance Motor Transportation Co., Chicago, IL. 
Lee Brothers, Inc., Chicago, Il. 

Mid States Trailer Transport, Inc., Chicago, Tl. 


Lloyd A. Campau, Chicago Trailer Transport, and Mid States Trailer Transport, 
Inc., are engaged in the transportation of house trailers to all points in the 48 
States and the District of Columbia. The popularity of house trailers developed 
at the close of World War II due to the critical housing shortage. Since that 
time house trailers are used extensively by the United States Government for 
housing Army, Navy, and other Government personnel at various Army sites 
throughout the United States. All of these carriers use leased equipment to tow 
the house trailer from the point of manufacture to the place it will be used. The 
Jovernment will buy hundreds, and in some instances thousands, of these house 
trailers to augment the living quarters for the families of Government personnel. 

It would be economically unfeasible and impossible for these carriers to main- 
tain sufficient equipment to handle the transportation of these types of orders and 
as a result they must lease and trip lease additional equipment to augment their 
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transportation facilities. House bill 3203 will permit them to do this. A good 
xample of an instance that required the trip leasing of large numbers of addi- 
tional pieces of equipment was the flood that devastated the Kansas-Missouri 
area a few years ago. The Government shipped thousands of these house trailers 
nto this area to give shelter and protection to the homeless. This of course 
equired the carriers to triple and quadruple their transportation facilities and 
this they could not have done without trip leasing. Innumerable instances on 
i lesser scale could be cited but in the conservation of time we will refrain. The 
present rules of the Commission prohibiting trip leasing would have nullified the 
efforts of the Government and the Red Cross to give speedy relief to the homeless. 

The other carriers for whom I speak specialize in the transportation of manu- 
factured perishable foodstuffs such as meat, dairy products, poultry, butter, eggs, 

Normal marketing conditions create peaks and valleys in the movement of 
this type of freight. For example, during the Thanksgiving and Christmas holi- 
days the movement of turkeys, ducks, and other types of poultry increase tre- 
nendously and it is impossible for a carrier to maintain enough equipment to 
handle this increase. The only alternative is to trip lease equipment to enable 
the poultry producers to market their poultry and enable the average American 
family to enjoy its Thanksgiving and Christmas dinner. 

Elisworth Freight Lines, Inc., of Eagle Grove, Iowa, handles millions of 
wunds of this type of freight and in order to do this must double its fleet. 
Elisworth normally operates approximately 100 tractor and trailer units but 
during this period it operates over 200 tractors and trailers. Trip leasing is the 
mly method that could be used to perform this transportation service. 

Another example of an occasion that necessitated the increase of equipment by 
trip leasing occurred in March of 1953. On one single day over 30,000 head of 
cattle arrived at the stockyards in Chicago. This is the largest number of cattle 
to arrive in one day in the entire history of the Chicago stockyards. 

The same thing was true of the stockyards at Omaha, Nebr.; Kansas City, 
Kans. ; Sioux City, lowa; St. Louis, Mo.; Indianapolis, Ind.; ete. This meant a 
tremendous increase in the trucks that handled the live cattle but also in the 
trucks that handled the manufactured and processed meat. Lee Brothers, Inc, 
who handle large quantities of this type of freight into Michigan, Ohio, Pennsyl- 
vania, and New York from Chicago, was able to do this by means of trip leasing. 
This, in turn, permitted the orderly and economical merchandising by the meat 
packers. Many of these carriers such as Chrispens Truck Lines, Inc., handle 
large quantities of fish. It is well known that fish consumption increases tremen- 
dously during Lent and in order to meet the increased consumption of fish 
Chrispens will increase their fleet of trucks by trip leasing. 

We could cite instance after instance of similar movements but in order to 
conserve the time of the committeee we will refrain. The carriers for whom 
I speak are not the largest carriers in the industry. Neither are they the small- 
est. They are typical of the average motor carrier and unless they obtain the 
relief provided in House bill 3203 they are bound to suffer tremendous financial 
losses Which they cannot afford totake. There are two alternatives—bankruptcy, 
or drastically increasing their rates so as to purchase enough equipment to handle 
the peak periods. In either event the public would be the loser. 

We also request the committee to give favorable consideration to that part of 
the bill that would permit these carriers to continue to pay the owner operators 
and trip leased equipment on a percentage of the freight revenue derived in that 
particular movement. This method has proved most satisfactory to the carrier 
and the hired truck. It is a method that has been used since the inception of 
the motor carrier industry. No good reason for prohibiting such method of 
payment has been advanced by the commission. It will only result in increased 
work, and greater costs to motor carrier for no good reason. 

May we respectfully urge the prompt passage of House bill No. 3208 


STATEMENT By Buatne LILsenQuist, WASHINGTON REPRESENTATIVE 
Western States Meat Packers ASSOCIATION, INC. 


Chairman Wolverton and members of the committee. My name is Blaine 
Liljenquist. I am the Washington representative of the Western States Meat 
Packers Association, Inc. Our 423 member companies are independent meat 
packers and processors. 
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©ur packers are located in the Rocky Mountain and Pacific Coast States. The 
president and general manager of the association is Mr. E, F. Forbes of San 
Francisco. 

We appreciate this opportunity to appear before this committee to express 
the opposition of our members to H. R. 3203. We believe this legislation is detri 
mental to our industry and to all small business. 

We understand H. R. 3203 would amend the Interstate Commerce Act to pri 
hibit the Interstate Commerce Commission from requiring that leases for th: 
use of equipment by motor carriers have a duration of 30 days or more. 

We believe the leasing of vehicles owned by exempt haulers or private carriers 
for one-trip hauls is fundamentally wrong because it enables anyone who has 
truck to obtain carrier operating rights by simply leasing his equipment and 
driver to an authorized carrier. Trip leasing breaks down the effective contr: 
which the Interstate Commerce Commission has in the past exercised in the 
trucking industry. 

Trip leasing is also dangerous to public safety inasmuch as carriers who leas 
such equipment have very little opportunity to assure compliance with safety 
regulations and often do not know whether drivers of such equipment are qualiiied 
to operate the vehicles under Commission rules. 

The independent meat packers in the Western States are injured by trip leasing 
in the folowing manner: 

Take, for example, the exempt hauler of agricultural products who is engaged 
in trucking citrus fruits or unprocessed vegetables from California to the Mid 
west. This hauler must have a return load to make his operation profitable 
Therefore, he finds a earrier with operating rights to California and arranges 
a trip lease for his truck and driver. In order to obtain such a lease, he is 
usually willing to rent his equipment and driver at a price barely sufficient to 
cover his return costs. As a result, carriers with operating rights are able to 
obtain additional equipment by trip leasing at a much lower operating cost than 
they could secure through the use of their own equipment. 

This system, therefore, makes it possible for the authorized motor carrier to 
increase his profits and thereby reduce his rates on fresh meat and other freight 
to California. 

Therefore, as a result of trip leasing, additional quantities of dressed meat and 
packinghouse products from the Midwest are shipped into the Rocky Mountain 
and Pacific Coast States. The meat packers in the nine Western States already 
have a great deal of competition from midwestern slaughterers, especially on 
pork. Our western area does not produce enough hogs to meet consumption 
requirements. Consequently, we ship several million live hogs each year frou 
the Midwest into our territory for slaughtering and processing. 

Since trip leasing has become popular, we are receiving into the Western 
States from the Midwest thousands of truckloads of dressed meat and packing 
house products. These shipments have made it practically impossible for our 
local packers to operate at a profit. 

In the meat-packing industry there are 4 companies which have 50 percent 
of the Nation’s meat business. Six more national companies have another 20 
percent of the business. Thus, 10 big companies in the United States are selling 
70 percent of the Nation’s meat at wholesale. Last year Swift & Co. had dollar 
sales of nearly $2% billion, while the second largest company sold approxi 
mately $2 billion worth of products. These sales are tremendous. A billion 
dollars would build a row of $10,000 homes, spaced on 150-foot lots, from San 
Diego to the Atlantic coast. We believe the concentration of the meat industry 
in this country into the hands of a few operators is being further accelerated by 
trip leasing. 

We think that truckers who have leased their equipment to authorized car- 
riers for single trips are frequently able to avoid State and Federal transpor 
tation taxes. A study by the Interstate Commerce Commission has shown that 
many trip leases have been made without a written record of the agreement, 
thereby making it easier to avoid the payment of transportation taxes, This, 
of course, reduces the cost of shipping dressed meat and packinghouse products 
into our territory to the detriment of our members. 

In our opinion, the provisions of H. R. 3208 will encourage violations of Federal 
and State laws by exempt haulers and will make it possible on a permanent basis 
for some dishonest operators to penalize legitimate carriers, while at the same 
time reducing transportation rates to the detriment of small-business men who 
are in direct competition with other geographical areas. We hope your com 
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nittee will vote against H. R. 3203. We sincerely believe that the best interests 
of the country as a whole will be served if this bill is defeated 

If the Congress is going to help decentralize industry and is going to foster 
small business, small business must be protected against cut-rate and unfair 
transportation practices 


The Cnarrman. The committee will stand adjourned. 
(Thereupon, at 11:50 a. m., the committee adjourned to meet at the 
call of the Chair.) 
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TRIP LEASING 
(Interstate Commerce Act) 


THURSDAY, MAY 7, 1953 


Hovse or Represenrarives, 
ComMiITTrEE ON InTeRSTATE AND ForerigN CoMMERCE, 
Washington, dD, ( 

The committee met, pursuant to call, at 10 a. m., in room 1334, New 
House Office Building, Hon. Charles A. Wolverton (chairman) pre- 
siding. 

The CHarrman. The committee will come to order. 

The first witness this morning will be Commissioner Knudson, 
of the Interstate Commerce Commission, who will testify with refer- 
ence to H. R. 3203, known as the trip-leasing bill. 


STATEMENTS OF JAMES K. KNUDSON, COMMISSIONER, AND W. Y. 
BLANNING, DIRECTOR OF MOTOR CARRIERS, INTERSTATE COM- 
MERCE COMMISSION, WASHINGTON, D. C. 


Commissioner Knupson. Mr. Chairman and gentlemen of the com- 
mittee, I am James K. Knudson, a member of the Interstate Com- 
mission and also Defense Transport Administrator. 

I want to say at the outset that we sincerely appreciate the toler- 
ance with which this committee has viewed our coming up to testify 
on this bill. We appreciate your setting this delayed hearing. We 
have all been very busy in our separate activities and this is the first 
time we have actually been able to appear 

Now, it might be a good thing for me to state a qualification or two 
that I might possess in addition to those implied by my office, for 
testifying with respect to this bill. 

I spent 18 years in the Department of Agriculture, 10 years of which 
were as commerce counsel for 4 different Secretaries in which capacity 
I handled cases before the Interstate Commerce Commission and all 
of the State commissions, and many of the other Federal regulatory 
agencies. As a matter of fact I was counsel in the case out of which 
the leasing regulations of the Commission arose; and for that reason, 
when the decision was made by the Commission, having been counsel 
in the case and associated with a point of view sponsored by the De- 
partment of Agriculture, I did not vote in the ease. I felt that it 
was the better part of good judgment and ethics for me not to partici- 
pate. Therefore, it might be said that I am in a sense a little more 
neutral than some of the other Commissioners might be, but despite 
that fact, what I purport to give today to this committee, if I can, 
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within the limitations of my understanding of this situation, is the 
position of the Commission as such. 

Now, I also have in my background, strange as it seems, about 3 
years as an itinerant, so-called gypsy trucker. I hauled fruits and 
vegetables aur’ ing the summertime for 3 years, and into the fall : 
early spring, to work my way through college a number of years ago. 

The Cuamman. The statute of limitations has run and therefore 
you have the courage to speak? 

Commissioner Knupson. Yes, sir. And also, I am not applying 
for “grandfather” rights with the Interstate Commerce Commission 
to put me into this business. 

I simply point out that I did have that experience and, therefore, 
I might be said to understand some of the practical aspects of this 
problem insofar as its effect on agriculture is concerned. 

[ also want to say that it is eminently fitting that the Interstate 
Commerce Commission appear before committees of Congress in 
situations of this kind. After all we are the right arm of Congress. 
This is a legislative agency and we should be called up to account for 
the rules that we promulgate and the decisions that. we issue. 

The Cuarmman. Well, I do not think that you should look at it 
exactly in the nature of being called up to account. I think your first 
statement would indicate that you recognize that Congress does have 
some jurisdiction in fixing questions of policy. So it is in that con 
nection, that Congress enters into this matter and not from the stand- 
point of your being called up. 

Commissioner Knupson. My choice of words may have been not 
fitting, but the point is, I am glad to be here, if I can help the com 
mittee on behalf of the Commission. 

Now, I have a prepared statement. I also have sitting at my side 
the Director of the Bureau of Motor Carriers. There may be some 
questions, Mr. Chairman, that I shall not be able to answer because of 
my short time in the Commission that he can answer and between the 
two of us we hope to be able to answer the questions that may be 
propounded, following the statement that I shall read, if that is your 
ple: sure. 

The Cramman. Feel free to call upon Mr. Blanning at any time 
you wish and if it is an occasion when he would express opinions, 
if you will just give your name in the beginning, Mr. Blanning, and 
make your statement, we will be pleased to hear from you. 

Mr. Biannine. Thank you, Mr. Chairman. 

Commissioner _Knupson. Now, may I invite your attention, Mr. 
Chairman, to the fact that I have made a brief statement before this 
committee on the oceasion of the appearances of the Interstate Com- 
merce Commission before this august committee a month or so ago 
in connection with 17 or more questions which were propounded for 
answer, and that statement is in the files of this committee. Some of 
the things that I shall say today may be in duplication thereof. 

I also invite your attention to the fact that on March 24, there was 
addressed to you, as chairman of the Committee on Interstate and 
Foreign Commerce, a letter signed by Charles Mahaffie, acting chair- 
man of the Committee on Legislation and Rules, and cosigned by 
Commissioner Hugh Cross. These three documents, the one I shail 
read from today, the letter to your committee, and the previous state- 
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ment that I made on the occasion to which I have referred, might be 
said to constitute the position of the Commission with respect to the 

ll at hand. 

Your committee has sat through a week of hearings dealing with 
the leasing regulations issued by the Interstate Commerce Commis- 
sion. U ndoubtedly you received valuable information during that 
time. However, it may be of additional value to you in your consid- 
eration of H. R. 3203 if I explain briefly the conditions which caused 
the Commission to issue those regulations and their probable effect. 

First, I would like to clarify one feature of the regulations con- 
cerning Which there has been some confusion. The regulations do not 
require that a motor carrier own the equipment which is operated by 

under its certificate or permit, nor do they place any limitation 
upon the term of the lease of such equipment by itself. They do not 
even forbid a carrier contracting with a truckowner for the use of 
his truck and driver in performing the transportation authorized by 
the carrier's certificate, but they do require that such contract shall be 

. period of not less than 30 days. I will go into this question more 
ae later. 

The Motor Carrier Act, part II of the Interstate Commerce Act, 
was enacted in 1935. It followed an extensive investigation and re- 
port to Congress which was made by the late Joseph B. Eastman, 
at that time both Federal Coordinator of Transportation and a mem- 
ber of the Interstate Commerce Commission. The report described 
the conditions then existing in land transportation, particularly trans- 
portation by truck. He stated that there were a number of persons 
engaged in the business of soliciting and contracting for transporta- 
tion of property by truck. He referred to these persons as brokers. 
He said there were a number of persons who owned trucks and trans- 
ported the property for brokers. He referred to these individual 
truckowners as carriers. He stated that the result of this unregulated 
transportation had disorganized transportation of property to such 
an exent that it might be necessary to discontinue regulation of rail- 
roads. 

He said that they had little or no knowledge of costs, that they were 
driven by sheer financial necessity to quote rates whic h they knew to 
be unremunerative, and that they were frequently induced to buy 
trucks on the installment plan by high-pressure salesmanship and 
reckless representations as to prospects for traffic and earnings and 
that many of the so-called brokers were also salesmen for trucks and 
forced the individual owner to buy gas, oil, and repairs from them. 

Following this report and hearings, transportation by motor vehi- 
cle was placed under regulation substantially similar to the regulation 
applving to railroads. The law contained a provision that nobody 
could enter the motor transportation business without obtaining a 
certificate or permit from the Commission, with certain exceptions, 
the principal one being trucks engaged exclusively in transporting 
agricultural commodities for hire. The law contained a “grand- 
father” clause directing that a certificate be issued without further 
proceedings to any motor carrier who was engaged as such prior to 
the middle of 1935, authorizing service in the territory for which 
application was made. Between 80,000 and 90,000 applications were 
filed by persons claiming to have been in such prior operation. 
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Some of the applicants were the persons who had contracted with 
the shippers and whom Mr. Eastman had referred to as brokers 
Some were filed by the truck owners who had no direct contact with 
the shippers and whom Mr. Eastman had referred to as carriers. 

The Commission and the courts decided that the carrier entitled t 
the certificate was the person who was responsible to the shipper and 
that the owner-operator who performed the intercity transportation 
was not a carrier and was not entitled to a certificate. The Burea 
of Motor Carriers had issued a tentative ruling in 1936 to the effect 
that a carrier might add to its equipment by leasing a vehicle and 
obtaining the service of its owner-driver only under an arrangement 
by which the possession and control of the vehicle is for the period of 
the lease entirely vested in the carrier in such a way as to be good 
against all the world including the lessor; that the operation thereof 
must be conducted under the supervision and control of such carrier; 
and that the vehicle must be operated by persons who are employees 
of the authorized operator, that is to say, who stand in the relation 
of servant to him as master. However, this position was not followed 
in the decisions of the Commission and the courts, and arrangements 
were condoned in which the trucks of owner-drivers were used by 
carriers in such a way that the courts held the truck owner to be an 
independent contractor during the term of the lease insofar as Social 
Security and Workmen’s Compensation laws were involved. 

Many of the leases now in existence provide specifically that the 
driver is not an employee of the carrier, that the lessor is responsible 
for all of the expenditures in connection with the use of the truck, 
that the lessor pay for any damage occurring to the cargo and shall 
carry insurance for any personal libaility or property damage occa- 
sioned by the vehicle. Some leases specifically state that the truck 
owner is an independent contractor. 

Regulation of motor transportation did to a large extent stabilize 
the transportation of general commodities. Most of the large motor 

‘arriers now own all of their automotive equipment either directly 
or through subsidiary corporations which hold title to the equipment 
for tax purposes. A comparatively few of them own no equipment 
and have the transportation performed in trucks held under long: 
term lease. A smaller number depend entirely upon the use of 
vehicles leased for a single one-way trip. Practically all of the larger 
carriers occasionally trip lease a truck with driver to handle peak 
loads. 

A few of the carriers who occasionally trip lease a vehicle and its 
driver try to confine such use to owners with whom they are acquainted 
and whom they can trust. However, the great m: ijority of trip leases 
are made without the carrier’s having any previous knowledge of the 
driver or the vehicle, and frequently without any employee of the 
carrier seeing the driver or the vehicle until payment is made after the 
trip is completed. 

Frequently, no written lease is made, and the only oral arrange- 
ment is an agreement on the price to be paid to the truckowner, and 
the point of origin and destination of the shipment. 

By the year 1940, some conditions in the motor-transportation indus- 
try seemed to be reverting to the serious situation described by Mr. 
Eastman before the law was passed. An informal study of these con- 
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ditions was begun but was interrupted by the great demand for high- 
way transportation during the war. Following the war, there was a 
general demand by the motor-carrier industry that greater stability 
be brought into the leasing practices, and that a form of lease be pre- 
scribed by the Commission. There was also by this time a developing 
consciousness of the serious safety hazard that leased vehicles and 
drivers were presenting on the highways of the Nation. 

In 1948, the Commission instituted a formal investigation into these 
practices, and a set of proposed regulations was included in the order 
instituting the investigation. The order presented four solutions for 
consideration. ‘They were: A requirement that the authorized carrier 
own all of its automotive equipment; that nonowned equipment could 
be used only under long-term leases; that the amount of leased equip 
ment be limited to a fixed percentage of the owned equipment; or that 
equipment might be leased without limitation as to number, but sub- 
ject to certain regulations specified in the order. At the hearing, evi- 
dence was offered of 77 examples of different undesirable practices 
resulting from leasing practices. 

These examples included instances where owner-operators pick up 
loads and then shop around for a carrier which will issue billing under 
the most desirable arrangements. Sometimes they haul on a carrier's 
billing without its knowledge and keep all of the revenue. Some car- 
riers make a regular practice of supplying truckowners with lease 
forms signed in blank, bills of lading, freight bills, and placards. 
Sometimes no arrangements are made for the removal of the placards 
upon termination of the lease and the lessors use them to get loads 
without the knowledge of the carriers. Because of the informality of 
the arrangements for the use of equipment, questions arise as to the 
liability for accidents resulting in injuries to the public and a deter 
mination of the time when the liability of the carrier ends. 

Proof of unauthorized operation is hampered when the parties say 
that an oral lease was in existence. Even if the statement is checked 
and proved incorrect, all that has been obtained is evidence of one 
unauthorized shipment. Instances were shown of a frequent practice 
of a carrier leasing only part of the carrying capacity of a vehicle and 
of 3 or 4 leases of the same vehicle at the same time. 

Other instances involved trip leases to a number of separate carriers 
during an 8- or 10-day period. It would be impossible for the Com- 
mission’s representatives to follow the reports of such owner-driver 
through the accounts of the various carriers to determine whether or 
not there was compliance with the hours of service regulations. The 
complaints most frequently made against owner-operators were that 
they take the most direct route to destination regardless of the car- 
rier’s operating authority, drive while drunk, carry liquor in the cab, 
transport unauthorized persons, operate unsafe equipment, and charge 
gasoline and tires to the carriers without authorization. 

The examples included also cases where a truck owner became 
acquainted with traffic managers of shippers through trip leasing and 
then made gifts to shipping clerks and traffic officials for tips as to 
the movements of particularly desirable pay-loads and control of the 
routing of such shipments. Several examples were given of adverse 
effects on shippers a to the failure of owner-operators to make their 
trucks available under certain conditions, or the carrier holding the 
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truck-owner responsible for payment of claims, or the carrier ignoring 
other complaints of shippers. 

None of the examples cited were controverted at the hearing. In 
fact, Mr. D. L. Sutherland, who testified at this hearing and repre- 
sented the National Truck Leasing Committee of American Truck- 
ing Associations at the hearings before the Commission, in opposing 
the trip lease restriction, stated that he knew of all of the practices 
concerning which testimony was offered and many others. 

Most of the undesirable conditions arising through the use of non 
owned equipment would be avoided if the authorized carrier assumed 
actual control of the operation of the trucks operated under its certifi 
cate, and the fact of such assumption of control was readily provable. 
The regulations adopted by the Commission were aimed chiefly at 
assuring that such control existed and that the fact of control during 
a definite period could be readily proved. The regulations adopted 
require that there be a written contract which would specify definitely 
the time that the equipment was under lease, that the equipment be 
inspected and a report of such inspection made and preserved, that 
the driver be acquainted with the Commission’s safety regulations, 
that the vehicle bear the lessee’s name during the term of the lease, 
that receipts be given and received for the equipment at the beginning 
and ending of the lease, and that the papers necessary to prove these 
facts be retained. 

In only one respect was there a prohibition of the use of a nonowned 
vehicle. Normally when a carrier employs a new driver he makes a 
check of the driver’s references from previous employers and others 
and gives an examination to the driver concerning his driving ability 
and also gives necessary driving instruction. 

As such investigation and instruction usually require a week or 
more before the driver is put on a run, it is obviously impracticable 
for a carrier to get such assurance concerning a driver employed for 
only a single one-way trip. It was thought that the requirements in 
the regulations concerning the use of a truck and its driver could not 
be followed as a practical matter unless the employment was to last 
for a substantial period of time. 

The use of such owner-driver equipment and driver was prohibited 
unless the employment was to continue for a period of 30 days. A 
few exceptions to this requirement were made for situations where 
no undesirable results had been shown to exist, such as trucks used 
by the Railway Express Agency, trucks used by railroads in station- 
to-station service, and trucks operated within commercial zones of 
municipalities. 

H. R. 3203 would take from the Commission the power to limit the 
term of a lease of equipment. As this has been done only as to trucks 
leased with driver, the effect would be to permit trip leases of trucks 
with drivers. 

The principal proponents of this bill desire only that truckers of 
agricultural commodities may trip lease their trucks with drivers to 
authorized carriers of general commodities for a return movement in 
the direction of the source of the agricultural commodities. The effect 
of the proposed prohibition of trip leases of owner-drivers was seri- 
ously considered by the Commission in drafting the regulations. The 
agricultural interests had presented their problem at the hearing in 
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opposition to that particular proposed regulation. At that time the 
problem was more serious than it is at present for the reason that the 
C ommission then took the position that the agricultural exemption in 
the statute applied only to trucks which were not used at any time for 
transporting other commodities for the carrier. That interpretation 
prevented regulated carriers from transporting agricultural commod 

ities in the direction of their light movement of general freight, be 

cause they were required to file rates and observe them and could not 
compete with the unregulated exempt carriers. This interpretation 
was later reversed by the courts, which held that the exemption ap- 
plied to any truck not used at the same time to haul exempt and other 
freight. 

It thus became possible for regulated carriers to transport agri 
cultural commodities from points not on their routes and at rates com- 
petitive with the unregulated trucker, and to haul authorized general 
freight in the reverse direction under regulation. This has re ere 
the need for trip leasing of exempt trucks in order for regulated ¢ 
riers to balance their loads, and has made available to the shipper ‘of 
agricultural commodities all of the trucks of the regulated carriers 
which would otherwise have had to return empty a fter delivering ship 
ments of general freight. 

At the meeting of the Commission with your committee in March of 
this year, Congressman Dolliver asked whether the regulations would 
have a tendency to increase the cost of hauling farm products to 
market. Referring to the present hearing, he said that he hoped that 
the Commission would have a definitive answer to that question. Fol- 
lowing that meeting each of the field offices of our Bureau of Motor 
Carriers was asked to submit information concerning the extent to 
which regulated motor carriers trip lease trucks of farmers or of 
truckers of exempt commodities, the effect that the leasing regulations 
would have on the movement of agricultural commodities or on the 
cost of such transportation, and the ability of regulated carriers to 
handle the truck transportation of agricultural commodities. Reports 
were received from each field office and a summary of such reports 
has been furnished to this committee. 

All of the reports agree that the regulations will have no effect on 
transportation performed by farmers for the following reasons: 
Farmers do not usually transport their products for any great dis- 
tances; they usually return empty or with farm supplies; they do 
not use the kind of trucks which regulated carriers use; and usually 
they do not trip lease their trucks to regulated carriers. The reports 
stated that the frequency of leasing of farmers’ trucks to regulated 

carriers for the return trip is negligible, rarely exceeding 1 percent. 

Agricultural commodities of the type hauled by truck are usually 
pure chased from the farmers by fruit and vegetable brokers or by pack- 
09 companies. The purchasers ship to mi arket or to the canneries by 
the cheapest means of transportation available. In most parts of the 
country and for long distances, the transportation is predominantly by 
rail. Sometimes it is in trucks of the canneries. In neither of these 
cases is the transportation as such affected by the leasing rules. In 
addition, there are a large number of commercial for-hire carriers who 
do not have or need certificates from this Commission to haul agricul 
tural commodities. Most of them are owner-drivers of one truck, 
although there are some fleet owners. 
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They do not have fixed rates; charging what the traffic will bear. 
The individual owners usually follow the crops, looking for the most 
profitable hauls. During the peak season for movement of a large 
crop, their charges are high and they usually return empty, not want 

ng to lose the time involved in looking for a return load. When the 
dames for their services is light, they reduce their charges to a point 
where a return load is necessary to meet expenses. This is with the 
hope for a trip lease. 

Such return loads are obtained in several ways. If possible, they 
haul back other exempt commodities. For instance, exempt carriers 
of fruit and vegetables from Florida to Minnesota frequently haul 
eggs to Florida on the return trip. When no exempt commodities are 
available, they try to purchase other commodities which are in demand 

| their origin territory, or in other territory where agricultural com- 
mbditie 's are available for transportation. 

Sometimes pretended purchases or pretended leases of trucks to 
shippers provide a return load. In none of these cases will the leasing 
regulations affect the transportation of agricultural commodities. In 

varying percentage of cases, the only available backhaul is obtained 
through a lease of the vehicle to an authorized carrier, usually for a 
percentage of the revenue. This percentage varies with the need of 
regulated carriers for additional equipment to move in only one direc 
tion, and with the number of exempt trucks available. This percent 
age of revenue varies widely, never exceeding 85 percent. Because of 
the severe competition, of the uncertainty of a return load, and of the 
lack of business ability of the owner-drivers, the trucking life of such 
owners is, on the average, short before the trucks are lost because of 
the inability to meet the installment payments. The turnover of per- 
sons engaged in such transportation is large. 

The percentage of return loads which are obtained by trip leasing 
varies with the seasons and with the section of the country. Within 
New England, there is little such leasing. From Chicago about 60 
percent of the exempt trucks are leased for the return haul. On hauls 
of 300 miles or less, few such trucks are trip leased for the return; on 
transcontinental hauls, or even on hauls halfway across the continent, 
empty return movements are rare and trip leases are common, except 
from States such as Michigan or Texas where trip leasing by author- 
ized carriers is forbidden by State regulations. 

Trip leasing of exempt trucks by authorized carriers occurs only 
where two conditions exist: There are a number of exempt carriers 
hauling agricultual commodities from an area which the regulated 
carrier is authorized to serve, and there is more general freight offered 
to the authorized carrier for transportation to that area than is offered 
from that area. Because of the court decision to which I referred 
interpreting the argricultural exemption, there has resulted a situa- 
tion within the southeast section of the country (where the court 
decision was first made) wherein the regulated carriers are now han- 
dling agricultural commodities to such an extent that trip leasing of 
exempt trucks has become negligible. In other parts of the country, 
however, the hauling of exempt commodities by regulated carriers 
has not. been as extensive up to this time. 

Where regulated carriers try to get agricultural commodities to 
haul, they usually charge the same rates as the exempt carriers. How- 
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ever, in some areas they do not try to meet the charges of exempt 
carriers because they do not have the necessary refrigerating equip- 
ment and do not need such equipment for their hauling of general 
freight, and also because they can usually meet their unbalanced 
movement by trip leasing the trucks of exempt carriers. 

As an average of about 75 percent of the agricultural commodity 
haulers now operate without trip leasing their trucks for the return 
haul, they will continue to operate after the prohibition of trip leases 
seffective. Their rates will control the rates of the regulated carriers, 
ind the leasing regulations will have no effect on the charges for 
transportation for brokers and packing companies in the areas served 
by them. 

Some readjustment of the present practices will occur is some areas 
after the regulations become effective, and for that reason our regu 
lations provide that trip leasing of exempt trucks may continue for 
6 months after it is prohibited for other trucks. 

The reason for the adoption of the leasing regulations—the disrup 
tion of sound economic conditions in transportation and the general 
ignoring of our safety and hours-of-service regulations by trip-leased 
drive rs—applies to all itinerant truck owners, not merely to haulers 
of agricultural commodities who constitute only a part of the problem. 
Although the prohibition of trip leases of such trucks for the return 
haul will probably cause some readjustment of regulated carriers’ 
practices in some areas, the reports indicate that there will probably 
be no increase in the cost of transporting agricultural commodities 
and that the readjustment will result in a reduction of such charges 
in some areas. 

The desire of the Commission to avoid any undue hindrance to the 
free flow of agricultural commodities is evidenced by the fact that 
the rules contain a provision which permits trip leasing by authorized 
carriers, in the case of trucks which had an outbound movement trans- 
porting agricultural commodities and desire to trip lease on the return 
trip, for 6 months after the prohibition applies to other trucks. It 
was thought that such period was sufficient to permit readjustment of 
the practices of authorized carriers and exempt carriers to take care of 
the situation and also that any undesirable results of the regulations 
could be corrected. There are a number of petitions now pending 
before the Commission for modification of some features of the regula- 
tions and undoubtedly other classes of carriers whose particular situ- 
ation was not given adequate consideration will present petitions for 
other changes. 

No set of regulations of this character can be made without there 
being some undesired or uncontemplated results. The Commission 
can deal with those situations as they are brought to its attention. 
Assuming that the Congress de-ires the Commission to carry out the 
national transportation policy a- established by the Congress, it would 
seem more feasible to leave in th : hands of the Commission the power 
to modify its regulations as the public interest may require, than to 
limit the flexibility of its regulations by statutory provisions which 
can less easily be modified. 

Some question has been raised as to the need from the viewpoint 
of safety of having the owner-driver under actual control of the car- 
rier, since the hours of service and safety regulations of the Commis- 
sion apply equally to the agricultural commodity carrier whether he 
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is carrying exempt commodities or is operating under lease to an au 
thorized carrier. The number of uncertificated owner-drivers, who 
live at least partly by trip leasing, is not definitely known but we must 
assume it to be large. 

The direct policing of the operations of a large number «f such 
carriers by the Commission or by State police officials is impossible. 
The authorized carriers can police those operations for which they 
are responsible. We can, within our appropriations—and IT might 
point out to this committee that they have been cut to the bone fo 
our safety activities—at least partly control this aspect. But the fact 
of such responsibility must be actual and be easily proved. That 
not the situation today. If the bill becomes law, our regulations co) 
cerning inspection of the vehicle and assurance of the qualificatio 
of the driver and making of records will remain in effect and will » 
ply to trucks leased for one day. One of two results will follo 
either the authorized carriers will ignore the requirements contain 
in the regulations, or they will find them too burdensome as applied to 
leases for a single trip and will refrain from trip leasing. 

Probably some will do one and some will do the other. In the on 
case, the desires of the principal proponents of the bill will not be 
realized ; in the other, an impossible policing job will be imposed on the 
Commission. 

In actual practice, enactment of the bill will mean that several 
hundred thousand trucks with their miscellaneous drivers will con 
tinue to operate without any actual control by carriers holding 
authority required by law, and frequently without respecting the 
limitations contained in certificates, without observance of our safet) 
regulations, and with no insurance protection to the public in case of 
accident and frequently without any provable responsibility on a cal 
rier even if the accident should occur while the truck is operating unde: 
the rights of an authorized carrier. And what is worse, the number 
will be increased by reason of the fact that Congress will have made 
a virtue out of what was thought to be by the Commission and the 
courts a vice. 

One of the effects of the practices existing today is illustrated by the 
report of an accident which recently occurred in New Jersey where 
10 members of one family were killed in a collision between an auto 
mobile and a truck. Copies of the report of that accident were sent 
for each member of this committee by Commissioner Arpaia. 

In that case the truck had completed two trip leases for an authorized 
carrier, had operated over routes other than the routes authorized to 
the carrier, drivers unknown to the carrier were driving part of the 
time and the driver at the time of the accident was under the required 
age, had had his driver’s license suspended and had been involved in 
two dangerous violations of traffic laws. 

The enactment of this bill will result in the continuance of the prac 
tices which the Commission has found to be contrary to the national 
transportation policy, will prevent the bringing of greater stability 
to the motor transportation industry and will tend to encourage a 
reversion to the conditions which caused the Congress to provide for 
regulation of motor transportation in the first place. If the resuits 
which occur after the regulations become effective should show that 
they unduly hamper the flow of agricultural commodities the Com 





TRIP LEASING 139 


‘ission will consider modification of the regulations to prevent that 

ult. However, we should be frank and state that our regulation of 
the transportation of general freight has not always permitted the 
ype of transportation which each shipper would like to have in 
every instance and I do not want to be considered as stating that the 
Commission will make whatever modification the shippers of agri 
ultural commodities desire regardless of its effect on the genera 
public and the national transportation policy. 

Phat, Mr. Chairman and gentlemen, constitutes an informal and 
iuthoritative statement on behalf of the Interstate Commerce Com 

ssion on H. R. 8203. 

The CHairman. Any questions, gentlemen ¢ 

Mr. Dotiiver. Mr. Chairman. 

Che Cuairman. Mr. Dolliver. 

Mr. Dotiiver. Mr. Commissioner, I was very glad to hear in your 
tatement you did take pains to secure some information on the 
question that I had asked several weeks ago when the Commission 
was present here and lest 1 misunderstood you, would you restate in 
your own language what the result of your investigation was? 

Commissioner Knupson. If I can paraphrase correctly what I have 
read, we asked our field offices—and we have 77 of them, to make a 
survey within the limitations of the time that was allowed and their 
ability to get into contact with this situation, in response to the question 
that you had propounded, 

The net result of that survey, as I understand it, was that they 
discovered that the agricultural commodities that are moving 


move 
in large part in many areas by regular carriers who can move the 
exempt commodities pursuant to the court decision that I cited, on a 
back-haul without regulation. They do not have to have a route, a 
certificate, a destination, or origin. After they deliver their general 
commodities, these regulated carriers can now take advantage of the 
exenipt commodity provision in the act. That is one thing they dis 
covered. They discovered—— 

Mr. Do.uiver (interposing). Now, just a minute. Are they actually 
doing that? 

Commissioner Knupson. They are actually doing it; yes. They also 
discovered, which we knew to be the case from previous testimony, 
that the farmer does not trip lease his truck. He hauls his goods to 
the primary market place; to the cannery; to the packing plant; in his 
truck—a short haul. He does not look for the back-haul. 

So the farmer, as such, except in 1 percent of the cases where the 
farmer, the livestock hauler, for instance, may go to Chicago with a 
load of livestock. 

In only about 1 percent of the cases that we were able to discover 
does the farmer, as such, lease his truck. 

Now, the owner-operators that do lease their trucks, we found 
through this brief survey of our field offices, come back empty for the 
most part and in most places. They do not trip lease their trucks 
hack. 

In Chicago there seemed to be an exception to that rule. About 60 
percent of the owner-operators’ trucks were trip leased back. I would 
infer that that is largely because Chicago is a big livestock market and 
livestock haulers do trip lease their trucks back. 
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We also found that where the owner-operators do trip lease their 
trucks, they do it under the loose practices to which I have referred 
and that they do it on a seasonal basis, moving around itinerantly. | 
do not like to use the word “gypsy, *.” because that has some connot: a 
tions. I think these itinerant carriers perform a very useful service, 
on the whole, in the transportation of the country; but we did find 
that this problem does not bulk as large in the terms of the actual trip 
leasing as was thought to be the case by others who have testified on 
this record. That, br iefly, is the result of our investigations. 

Mr. Do.tuiver. I appreciate your paraphrasing it, and that is exact 
ly as I understood you, of course. 

I would conclude from what you have said, Mr. Commissioner, that 
you feel that the farm organizations are mistaken then in their view 
that there would be an increase in the cost of carrying farm goods to 
market if this bill is not passed. You perhaps remember—certainl]) 
those on the committee remember—that all of the farm organizations 
appeared here in support of this legislation, the basis gener rally speak- 
ing being that they felt that the trip-leasing requirement would i 
crease the cost of transporting farm products to market. 

Now, you feel, I believe, from the statement you have made that this 
sentiment on the part of the farm organizations is not justified. 

Commissioner Knupson. Well, I should have to concede, to be per- 
fectly frank with you, that operators of itinerant trucks as distin- 
guished from the few who trip lease their trucks, do have a leveling 
or in many instances a depressing effect on the rate structure. 

We believe in the Commission that in part this is an evil, because 
the rate structure under which the regulated carriers operate can be 
depressed to the point where they cannot handle this business and 
come out whole and for that reason this has had the Commission’s 
consideration. 

I think that the position, to be very frank with you, and based on 
my own experience, which I have qui alified myself to speak from, the 
position of the farm organizations that it is the presence of the trip- 
lease trucker that controls the rate structure, has been greatly over 
emphasized. 

I do not think that there will be a great deal of difference in the 
rates that the farmers pay to move their produce to market if these 
regulations go into effect, and after all, and in my humble opinion, 
everybody, every shipper in this country, should pay just, reasonable, 
nonpreferential and nonprejudicial rates to move his product to 
market. 

Mr. Dotriver. I understand that by implication the position of the 
Commission is that it wants to create a situation by this new proposed 
regulation that will stabilize the industry, the trucking industry, and 
enable it to proceed in a sound economic manner. Is that the back- 
ground of this regulation ? 

Commissioner Kxvupson. That is the major premise from which this 
regulation and this leasing case springs. 

The Congress of the United States has told us in the transporta- 
tion policy, that it is our responsibility to stabilize the truck and 
the railroad and other transportation industries to protect their eco- 

nomic welfare, and we saw before 1940 a steady deterioration of that 
mission set in motion the investigation that resulted in the leasing 
decision which in turn has resulted in the offering of this bill. 
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Mr. Dotuiver. This regulation contains a good many more items 
than are referred to in this bill. As I read the bill there are only 
two items of the regulation that are referred to. Is that correct, sir? 
That is, the 30-day leasing, and the division of rates. 

Commissioner Knupson. If I may take the time to answer your 
question fully, the contents of the leasing rules are as follows: 

(a) That the lease shall be duly executed in writing; 

Shall be operative for a specific period of time, not less than 30 
days; 

Shall provide that the authorized carrier exercise exclusive posses 
sion, control, and use of the equipment and assume complete responsi- 
bility therefor without the option of subleasing and that the lease shall 
specify the compensation to be paid without such compensation being 
computed on the basis of any division or percentage of the applicable 
rates or the revenues earned by the vehicle. 

(4) That appropriate receipts be issued each shipment, for such 
equipment ; 

(c) That the vehicle be inspected for compliance with the Commis 
sion’s safety regulations by a qualified representative of the carrier. 

(d) That the vehicle be properly placarded with the carrier’s 
name, 

That the carrier assure itself that the driver of other than the 
regular carrier employee is physically and otherwise qualified under 
our safety regulations, and 

(f) That ap propriate records of the use of such equipment shall be 
prepared and maintained. 

Now to answer your question, Mr. Dolliver, as I understand the 


proposed bill it will bear upon only two of those and mainly upon 
the 30-day requirement. 

Mr. Dotitver. Yes. Now, one further question which is about 
which Mr. Mathews and I have had some colloquy when he was on 
the witness stand last week, and I want to get your views on this 


g 
subject. 

Assuming that this regulation requiring 30-day lease goes into 
effect; that they put the lessor of the equipment under the control of 
the lessee for a period of 30 days. Now, may he return to his home 
community and again engage on his own in carrying agricultural com 
modities to market ? 

Commissioner Knupson. During that time? 

Mr. Doxtrver. During that 30-day period. 

Commissioner Knupson. Well, the lessor would be in control « 
the vehicle and of the driver. The movement of the nonexempt com- 
modity in that vehicle would be under the control of the lessor. There 
would be nothing to prevent the lessee during that time, as I under- 
stand the leasing rule to go back to his origin, pick up a load of agri- 
cultural commodities, take it back and get another load of controlled 
commodities; but before I answer that fully, let me check with Mr. 
Blanning. 

I am sorry. I will have to retract. My answer was wrong. 

The lessee would be in full control for 30 days. 

Mr. Doxuiver. And if the lessee wanted to turn the truck back to 
the lessor he would be prevented from doing that by reason of the 
subleasing prohibition, would he not? 
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Commissioner Knupson. Well, the vehicle could not be subleased. 
That is provided in the leasing regulations. I do not know about 
turning it back within the 30 days. There certainly would not be 
tolerated by the Commission under this regulation any escape pro\ 
sion that would make a mockery out of the ‘lease in the beginning and 
if that possibility were inherent in the situation that your presuppose 
I am sure we would not allow it. 

Mr. Dotiiver. That is all, Mr. Chairman. Thank you. 

The Cuatrman. Any further questions, gentlemen ? 

Mr. Crosser. Mr. Chairman. 

The Cuarrman. Mr. Crosser. 

Mr. Crosser. I understood you to say that you have been pretty 
hard pressed to get money to vn ate your safety department. 

Commissioner Kxvupson. Mr. Crosser, there has been a steady de 
terioration of our appropriations for administering the safety re 
quirements to the act to the pomt where next year, unless the Senate 
and House conferees change the appropriation bill as it stands y 
will operate at a bare minimum in the field of safety and I vailaited 
out that these leasing regulations, in a sense are a rather effective sub- 
stitute for what we are not able to do directly in that field. 

Mr. Crosser. Precisely. That is all. 

The Cuarrman. Any further questions, gentlemen ? 

Mr. Hare. Mr. Chairman. 

The Cratrman. Mr. Hale. 

Mr. Hare. What would be the practical effect if you cut down the 
30-day period to 15% 

Commissioner Knupson. I stated in my main statement, the Com 
mission, after weeks of hearings of all parties—the lessees, the lessors, 
the interested intervenors—determined that 30 days would be a prac 
tical time in which the carrier in control of the truck could examine 
the credentials of the driver; could get the vehicle inspected ; could put 
a safe vehicle on the road with a safe driver and otherwise comply 
with the safety regulations of the Commission. 

Now, to the extent that that 30 days is impinged upon, I suppose 
the opportunity for doing those things would be lessened. 

Offhand, I should say that 15 days would be a lot better than none. 

Mr. Harr. Would a 15-day period be of any material assistance 
in the exempt movement of agricultural rege 

Commissioner Knupson. I am sorry, sir; I do not believe I under- 
stand your question. 

Mr. Hae. In other words, would the 15-day period benefit the 
people who have complained so loudly of your regulations? 

Commissioner Knupson. I suppose ‘there are times when a crop is 
being harvested seasonally, where it has to move to market under ut- 
most expedition to prevent its being overripe and things of that kind, 
that 15 days would be more beneficial than 30 days to that group. 
Yes, but I believe, in the light of what I have said previously, those 
situations are so minor in connection with this problem as a whole that 
to provide a 15-day period of taking care of all leasing, for the simple 
reason that this segment of agriculture might be affected, would be 
bad for the leasing regulations as applied to all carriers, not only to 
agricultural carriers. 
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Mr. Harr. The substance of your statement as I understand it is 
that the agricultural interests are actually a good deal more scared 
than they are hurt; is that right? 

Commissioner Knupson. Well, they have not been hurt at all so far. 
They have got 6 months, the haulers, to get the necessary adjust- 
ments made and the answer to your question is yes; and the further 
answer is that if they can come in and show the Commisison with re- 
spect to regions, W ith respect to groups of haulers, with respect to the 
regulations themselves, that there are great hardships inherent and 
persistent in this business—we are just and reasonable men—we will 
take note of those things. We cannot take note of them if we are under 
a restraint of Congress on this 30-day basis. 

Mr. Hare. You personally would be much opposed to cutting down 

the 30-day period, I take it? 

Commissioner Knupson. Well, I think the Commission would be 
much opposed to it. I personally am a little more neutral than the 
Commission is. I do not seen any particular magic in 30 days, but 
[ do think it has been proved and on the record that a substantial 
period of time is needed in order to get the carriers to put safe trucks, 
safe drivers, on the road under the controlled conditions they operate 
pursuant to their certificates. How long that should be, I personally 
do not know. I think 30 days is what the Commission found to be 
right, and I am willing to take the Commission’s stand on it. 

Mr. Hate. I take it you are more impressed with the necessity of 
maintaining a sound trucking industry than you are with the neces- 
sity of, or the economic value of moving some agricultural products 
to market at prices which do not really represent a fair and reasonable 
return to the carriers; is that right ? 

Commissioner Knupson. Well, when I used to be counsel for the 
Department of Agriculture and had the point of view that 1 must 
concede is a fair one—of these people who have appeared—I could 
see great virtue in the flexibility of the motor-carrier industry. At the 
time the war was on, the truckers were having difficulty getting equip- 
ment—there was not enough of it being manufactured—and that has 
persisted through this defense period, and as the argument about 
the economics was presented, it seemed to me to have more virtue 
atthe time. But since then I have made a very careful study, I believe, 
of the Commission’s approach to this matter, and if you are talking 
about this segment of the national economy as a whole—to wit, the 
transportation segment—this will affect railroads, too, and maybe 
other carriers, and the motor carriers, as opposed to this narrow 
agricultural segment, which we in our field survey have found to be 
affected, or affectable by these regulations, I should say in wisdom it 
is better to preserve the stability of the transportation economy than 
to worry about this little segment, which is trying for a bill that 
might upset that economy. 

Now, that is a roundabout hedging statement, I know, but that is 
what it comes down to. 

Mr. Hate. I think that you have made a very fair statement and a 
very impressive one. 

That is all. 

Mr. THornperry. Mr. Chairman. 

The Cuarrman. Mr. Thornberry. 


83212—53——29 
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Mr. THorneerry. Mr. Knudson, may I ask you a question per- 
taining to your statement that the States of Michigan and Texas have 
laws prohibiting trip leasing ¢ 

Now, I have known that the laws of the State of Texas prohibited 
trip leasing, but I did not realize that it affected hauls that would 
be interstate commerce. 

Do I understand from your testimony here that the State statutes 
in Texas prohibit trip leasing which originate in Texas but would go 
into interstate commerce ? 

Commissioner Knupson. Would you mind if I refer that question 
to Mr. Blanning? He is more conversant with that. 

Mr. THornperry. Not at all. 

Mr. Buannina. Texas forbids the trip lease by Texas carriers and 
that applies whether it is moving out of Texas in interstate commerce 
or not; and as practically all of the trip leases which would occw 
would be trip leasing to Texas carriers, the practical result is that no 
agricultural carriers come into Texas and trip lease back. 

Mr. Trornserry. That is a rather interesting statement, because 
some of the testimony which has been heard here has been concerned 
about so much of the transportation of agricultural commodities out 
of Texas, in the valley, which would be affected by this regulation 
of the Commission, and from what you say—I am not trying to 
legislate for the benefit of Texas at all—I think it is a pretty good 
example and that whatever we do in this legislation would not affect 
the haul of agricultural commodities in Texas very much. Is that 
correct ¢ 

Mr. Buannine. This report from our field offices on the agricul 
tural commodities going out of the Rio Grande Valley and out of the 
State shows that the carriers do not trip lease back into Texas, 
because of some Texas conditions. 

Mr. Trorneerry. That has been on the statute books for a good 
while. I think that is a good example of conditions in an agricultural 
State. 

That is all, Mr. Chairman. 

(The following telegrams have been received since the date of this 
hearing :) 

MeRceEDES, Tex., May 7, 1953. 
Hon. CHARLES WOLVERTON, 


Chairman, Commerce Committee, House of Representatives, 
Washington, D. 0.: 

Reference statement by ICC witness today before House Commerce Committee 
to the effect that Texas law prohibited trip leasing. Actually Texas statutes 
are silent. State railroad commission does not recognize trip leasing on intra 
state movement but asserts no jurisdiction on interstate movement. This is 
interpretation of law by commission. No written regulations have been issued 
on the subject. Texas agriculture vitally interested in having trip-leasing 
practice allowed. 

C. B. Ray, 
Berecutive Manager, Valley Farm Bureau. 


Waco, Tex., May 8, 1953. 
Hon, CHARLES WOLVERTON, 
Chairman, House Commerce Committee, House Office Building, 
Washington, D. C.: 
Understand you have been informed Texas laws prohibit trip leasing. There 
is no such law in Texas but there is a railroad commission ruling that prohibits 
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trip leasing. Woukd send you a copy of the railroad commission ruling, but 
according to Bryan Bell, motor traffic division, railroad commission, the ruling 
is oral and there is no record of it. Texas Farm Bureau Federation, with 
50,000 members, takes the position that any law or order prohibiting trip leasing 
has no merit, will add to traffic congestion on the already overloaded highways 
of the Nation, will add to wear and tear of highways and rolling equipment to 
no good purpose. Respectfully urge that you take necessary steps to permit 
the trip leasing of trucks, which will lessen cost and facilitate the movement of 
commodities. 
J. WALTER HAMMOND, 
President, Texas Farm Bureau Federation. 

Mr. Hinsuaw. Mr. Chairman. 

The Cuarrman. Mr. Hinshaw. 

Mr. Hinsuaw. I wonder, Mr. Knudson, if the part of this difficulty 
which we are trying to find the answer to does not arise from regula- 
tions which do not require that a motor carrier own the equipment 
which is operated by _ under his certificate or permit? Under such 
conditions the motor carrier is operating somewhat the same as the 
freight forwarder. If it were required under regulations that the 
motor carrier own a substantial portion of the ¢ equipment which was 
operated by it, would not the situation clarify itself rather im- 
mediately # 

Commissioner Knupson. Well, I personally believe that the motor- 
carrier industry will ultimately be stabilized only to the extent that 
the carriers own most, if not all of their equipment, the same as the 
railroads do. That was not a requirement in the beginning of the 
administration of the Motor Carrier Act, and the consequences, as 
I have pointed out, are we do have in operation now a good many 
legitimate carriers who lease most of their equipment and a good many 
carriers who are not so legitimate who operate off their cuff, so to 
speak, as brokers who have to take no risks; buy no insurance, and 
otherwise establish credit for purchases, and become as stable as their 
brethren who own the trucks. 

And now to answer your question, I think that if there was a regu- 
lation that the carriers own their own equipment it would help this 
situation, but as I understand our law, we cannot presently order that 
to be in effect, and in further answer to your question, I do not think 
it would completely take care of the situation because you would still 

ave the question of this economics of the problem involved with 
which you are somewhat concerned—some of you gentlemen—as to 
whether these trucks should return empty, as for instance from Chi- 
cago. We do not say that they should return empty. We say they 
should return under controlled conditions. 

Mr. Hrnsuaw. I said a substantial portion of the equipment oper- 
ated by it; not necessarily meaning 100 percent of the equipment which 
is used by it. 

Commissioner Knupson. Yes, sir. I think that strong argument 
can be made for your thesis. 

Mr. Hrxsnaw. Is there any disposition on the part of the Commis- 
sion to study the proper proportion of motor equipment which should 
be owned by the carriers in case it is a certificated carrier—which, of 
course, it is—or it would not be in that business ? 

Commissioner Knupson. I know of no such study. 

Perhaps the Director of Motor Carriers could answer that, if you 
will permit. 
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Mr. Bianninc. In the hearings on which these leasing regulations 
were adopted, one of the proposals contained in the order starting the 
proc eeding was a proposed requirement that every motor ci arrier own 
all of its equipment. There was no testimony in that particular, 
on that particular proposition, and that was forgotten about the third 
day of the hearings and it did not come up for consideration agai, 
that I know of and nobody supported it. 

Mr. Hrysuaw. Well, supposing it had been stated that moto: 
carriers would be required to own 90 percent of their equipment, o 
90 percent of the equipment in terms of ton-miles, or something o! 
that sort. 

Mr. Buannine. Another proposal was that a motor carrier be 1 
quired to own a certain percentage of its equipment, the percentag: 
not being stated in the order and there was no further consideration 
given to that, either. 

Mr. Hinsuaw. Well, why wasn’t there? 

Mr. Buanninc. Nobody was in favor of it. I mean nobody who ap- 
peared at the hearings supported it. 

Mr. HrysHaw. Were they supporting trip leasing? 

Mr. Buannina. A large number were supporting trip leasing. 

Mr. Hinsuaw. Were those opposed to trip leasing also opposed to 
a motor carrier owning its own equipment / 

Mr. Branning. Those who were opposed to trip leasing? 

Mr. Hinsnaw. Yes. 

Mr. Buannine. They took no position on the other proposals. 

Mr. Hinsuaw. Well, of course, as long as they can get away with it, 
they are going to go for it, are they not? 

Mr. Bu ANNING., Some of them ‘did: ves. The truck leasing con 
mittee of the American Trucking Association did present a proposed 
set of regulations which it drafted which was different from the ones 
contained in the Commission’s investigation order and they supported 
that. That did provide for some control, but did not prohibit trip 
leasing. 

Mr. Hrnsuaw. Well, it seems to me that the Commission instead of 
issuing an order which will be very difficult for some segments of the 
industry to carry out, might substitute requirements that the carriers, 
in order to have a certificate, should be in the business of owning 
trucks. 

Now, I think that that is just as good an answer, if not a better an- 
swer, than the answer the Commission gave that they require a 30-day 
lease. 

Mr. Brannina. The 30-day lease provision applies only where you 
lease the vehicle with the driver. There is no 30-day provision Just 
for leasing the vehicle. 

Mr. HinsHaw. I mean with the driver, of course. You do not trip 
lease a vehicle without a driver, do you? 

Mr. Biannrne. There is some; yes. 

Mr. Hinsnaw. Very little? 

Mr. Biannrne. No; there are quite a few carriers which lease from 
truck rental companies to meet thelr peak demands. 

Mr. Hinsnaw. But that is not an evil which we are seeking to dis 
pel here, is it? 
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Mr. Biannine. No. The 30 days apply only where you lease a 
vehicle which will remain under control of the driver who is employed 
by somebody else. 

Mr. Hrysuaw. Of course, that is a straight out-and-out equipment 
lease. 

Now, what you are talking about is what has been referred to here as 
the “gvpsy hauler” 

Mr. Biannine. Yes. 

Mr. Hinsuaw. He is the one that is causing the trouble, is he not ? 

Mr. Burannine. That is right. 

Mr. Hinsnaw. And does that include the truck and the driver, or 

e truck and the trailer and the driver / 

Mr. Biannrina. Either, so long as the driver is in control of the 
power unit, it is called a gypsy and that is the evil that we are trying 
to get rid of. 

Mr. Hinsuaw. All of the insurance, responsibility, and everything 
else is upon the owner of the truck, is it not 

Mr. Buannina. Insurance must be carried by the carrier during 
the time the truck is under lease. 

Mr. Hinsnaw. Well, supposing it is not; there is not any penalty 
involved, is there, particularly / 

Mr. Buanninc. Oh, yes. If the carrier does not have evidence of 
insurance covering any movement made under his certificate, with 
the Commission, the Commission can take away his certificate. 

Mr. Hinsuaw. Would it not be a better solution in your judeme nt to 
require that the carriers own their equipment, or perhaps the same 
might be affected, in connection with the rental service, in renting the 
equipment for him to rent the equipment that he operates rather than 
rent the equipment and the driver—or lease the equipment and the 
driver ? 

Mr. Buanninc. Well, except for the economic effect of making cer 
tain carriers go back empty. Certain trucks go back empty. 

Mr. Hinsuaw. Then by that statement you admit that the 30-day 
rule is not good. 

Mr. Buannine. Oh, no. 

Mr. Hinsuaw. Oh, yes; you do. You admit » rule is not good, 
if they are either going to have to go back empty, or trip lease. You 
admit that the order is bad. 

Mr. Bianntna. No. The reason is that we do not believe that the 
conditions will continue, that the people will be on the highways, 
excepting in some instances, who now trip lease and depend on trip- 
leasing for a living. 

Mr. Hinsuaw. Well, nevertheless, by that statement you admit that 
the order is bad, because it will prohibit trip leasing in single trips. 

Commissioner Knupson. One practical answer to your question, Mr. 
Hinshaw, would be this, that these leasing rules were promulgated 
after extensive hearings, taking of testimony; findings of fact; argu- 
ment; and they have run the gamut of two circuit courts and the 
Supereme Court, and they are now ready to become effective. 

If we are to implement the suggestion that you make, it would 
take an indefinite time—2 or 3 years or more—to get such regulations 
promulgated. We could not just do it out of the air. We would have 
to give all parties a fair hearing and if we were to set your suggestion 
in motion it would be some time before it could be done. 
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Mr. Hinsuaw. May I suggest to you that if this committee adopts 
the bill before us, the whole | procedure gone through up to date would 
be nullified. 

Commissioner Knupson. Well, we would have to admit that all or 
a large part of it, for the very reasons that I have mentioned; yes, sir. 

Mr. Hixsnaw. And, therefore, would it not have somewhat the same 
effect ? 

Commissioner Knupson. Yes; we would go back to a sort of the law 
of the jungles in this business for a time. 

Mr. Hrinsuaw. For a time? 

Commissioner Knupson. We doubtless would. 

Mr. Hinsnaw. That is all, Mr. Chairman. 

Mr. Harris. Mr. Chairman. 

The CHarrman. Mr. Harris. 

Mr. Harris. Mr. Knudson, I am frankly more confused now from 

eading this very forceful and impressive statement of yours than 
T have been heretofore and I do not think that I am any different 
from most of the other members of this committee when I say that 
we have had a great deal of confusion with reference to the facts 
on this problem. 

Now, if I gather correctly from your statement, you are very posi- 
tive that the transportation costs of agricultural commodities will not 
increase if this rule goes into effect. 

Commissioner Knupson. I think you can infer that; yes, sir. 

Mr. Harris. We have been told by the farm organizations— that is, 
many of them—including the Texas Sheep and Goat Growers’ Asso- 
ciation, that if this rule went into effect, it would positively and defi- 
nitely increase the transportation costs of these exempted commodities. 

Now, I am not going to ask you to comment any further on it, but 
1 make that statement simply to indicate to you the problem that this 
committee has here in coming to a resolution as to what are the full 
facts. 

These are farm organizations that have gone all through these pro- 
ceedings down at the Interstate Commerce Commission, have they 
not ¢ 

Commissioner Knupson. Some of them have. I am not sure all of 
them have. 

Mr. Harris. Well, a great many of them who have testified here 
were parties to that proceeding. 

Commissioner Knudson. Yes; they were parties before the courts 
too. 

Mr. Harris. Yes. 

Commissioner Knupson. And the Interstate Commerce Commis- 
sion, of course, gave many years of study and attention to this entire 
problem. 

Mr. Harris. Consequently it seems to me that both viewpoints are 
expressed after there has been a lot of study and thought given to 
the problem. 

Now, are you sufficiently familiar with the Motor Carrier Act of 
1935 so that you could give us an explanation as to the reasons for the 
agricultural ‘exemption in section 203 (b) (6) of that act? 

“Commissioner Knupson. Yes, I think I ean, and I will stand cor- 
rected by anybody in the room. 
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I was in my advocacy days, in charge of a case that tried that whole 
exempt commodity clause, section 203 (b) (6) before the Interstate 
Commerce Commission. 

It resulted in a decision known as M. C.—968, exempted agricultural 
commodities pursuant to which decision the Commission has recog- 
nized that a loo list of agricultural commodities, unmanufactured, 
s entitled to move under the exemption which had not theretofore been 
moved under the exemption. 

In other words, the Commission was forced to liberalize its own 
decision by virtue of this case. 

In the course of our studying the legislative history of section 203 
(b) (6), as I recall—and I am drawing on my memory now—we con- 
cluded that most of the legislative history underlying that section had 
to do with the farmer moving his produce to a primary market. It 
was put in so that there would be no doubt about Washington being 
unable to control the farmer who moves his product to a primary 
market place. It was to protect the farmer. But, the language is 
broader than the intention and so the exemption has been seized upon 
and maybe rightly so—I would not argue the merits at the moment— 
but by the tripper, by the itinerant, by the gypsy carrier, or anyone 
else who wants to haul agricultural commodities. 

Mr. Harrets. I am under the impression that the members of this 
committee, in my opinion, have pretty well gotten the point here that 
that is an actual fact, but let us go back to this exempt provision first. 

Commissioner Knupson. Yes. 

Mr. Harris. Now, it was my understanding from reading the history 
of this legislation that the farm organizations, or those interested 
in the transportation of farm products, came in and explained to the 
Congress the practice that was then in effect, namely, that these farm 
trucks would take a load of exempt commodities to market and return 
with non-exempt commodities. 

Commissioner Knupson. I do not like to question your understand- 
ing, but I did not understand that there was any representation that 
these farm truckers wanted to be haulers of controlled commodities 
in one direction, at the time that this act was passed. There were 
other exemptions. There was the cooperative exemption that gave 
the co-ops the privilege of doing just that. There was the livestock 
exemption that provides for livestock to be hauled to market exempt, 
and I think there are a number of other exemptions in section 203. 

Dr. Harris. I think that has been referred to as an occasional haul, 
has it not ¢ 

Commissioner KNupsen. It may have been intended that the 
farmer haul his own fertilizer, or something of that sort back to the 
farm; but I know of no underlying legislative history that related 
to this exemption that was given, that the carriers of agricultural 
commodities had ipso facto, because of this exemption, the right to 
haul back a controlled commodity. That was the field that the title 
IT was aimed at, to control that kind of a haul. 

Mr. Harris. We have had a great deal of testimony here to the 
effect that this practice was in effect before the Motor Carrier Act 
of 1935. 

Commissioner Knupson. I doubt that it was in effect, so far as 
trip leasing went, because the motor carriers were in their swaddling 
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clothes in those days. They have become of age now and this pra 
tice has grown considerably. There may have been some spora 
instances of it. I do not know. 

Mr. anne. Yes. I appreciate that fact. I appreciate that out 
of this exemption we have two problems here to consider, and one 
what was intended by Congress by providing the exemption of a 
cultural commodities, and the other is the windfall that certain peo 
ple seized the advantage of, as you mentioned a moment ago and have 
avoided regulation. 

Commissioner Knupson. Yes, sir. 

Mr. Harris. Of the commodity that was supposed to come under 
regulation. 

Commissioner Knupson. Yes. 

Mr. Harris. And that is the problem, as I see it, that has developed 
here. Apparently the Gatinitinon feels that the best way to get to the 
problem would be by administrative action which would ‘Virtually 
do away with a large part of the exempt provision under the statute, 

Commissioner Knupson. Well, I would concede it does away with 

1 large part, as my previous testimony shows. There would still be 
a epepeibiiity and a probability that these haulers of exempt commodi- 
ties will have an opportunity to operate and that moreover, because of 
the court decisions to which I referred, the regulated carriers will get 
increasingly more into this business of hauling agric aitueel commodi- 
ties. 

Mr. Harris. Yes, and that was another point that I wanted 
pursue with you for a moment. But, before I do, is it your feeling 
or the Commission’s position, that the flexibility of transport for a 
vitally important part of our agricultural products would not be in- 
terrupted at all? 

Commissioner Knupson. No, sir; I do not think I could go so far 
as to say “at all.” Our study shows that in Chicago 60 percent of 
the trucks have a backhaul movement and there would be an inter 
ference there; but then I want to state that if these proponents can 
come to the Commission and show us, regionally, or by groups of 
carriers or otherwise, that that kind of a hardship exists, we have 
flexibility under the law to take cognizance of those situations which 
would be stripped from us if this bill is passed. 

Mr. Harris. Well, Mr. Commissioner, I have the highest regard for 
your background of experience and ability in this subject matter. 
But that argument does not impress me very much, because if I recall 
the testimony that we have had here and which you have referred to, 
they have been coming to you with that problem since 1937 and you 
started investigating in 1939. You postponed it in 1942 ‘a then 
you started again in 1947 and 1948, and they have tried to show the 
Commission what the problem was, as I understand it, and now you 
come here and say if any serious problem develops the Commission 
will take it under consideration and do something about. it. 

Commissioner Knupson. Well, the leasing rules, the le: asing case, 
was designed to cover all transportation. 

This bill, if I may say so, has as its principal proponents one seg- 
ment—I would even go so far as to say a lesser segment—and if the 
bill is passed in its present state, it takes away ‘the option of the 
Commission to put our leasing regulations into ‘force for all of the 
transportation. 
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Now, I repeat that if these affected individuals can come to the 
Commission and show us as a matter of fact that as for instance 
with respect to Chicago, it is necessary to have the livestock trucks 
haul controlled commodities back and can make a case with that kind 
of trucking, I think the Commission will take cognizance of it. We 
won’t be able to handle individual cases if this bill passes. 

Mr. Harris. But, you do suggest here that there is an overlapping 
problem. 

Commissioner Knupson. Yes, sir. 

Mr. Harris. And that this rule which the Commission proposes to 
put into effect will, to some extent, restrict some of the agricultural 
transport. 

Commissioner Knupson. To some extent, generally, I will admit 
that. 

Mr. Harris. Now, you mentioned a moment ago the former posi 
tion of the Commission with respect to regulating carriers engaged 
in the transportation of exempt commodities. 

Now, the Commission tried to prevent regulated carriers from par- 
ticipating in the transportation of exempt commodities, did it not ? 

Commissioner Knupson. Yes; and it took a Federal court decision 
to change it. 

Mr. Harris. Yes; I observe that. Now, that indicated, did it not, 
that the Commission did not have too much sympathy for this pro- 
vision of the law? 

Commissioner Knupson. It did at the time the Commission took 
that stand. 

Mr. Harrts. Well, has the Commission changed its own position 
with reference to that? 

Commissioner Knupson. When the courts, and the southern dis- 
trict—I have forgotten which court it was—made the ruling that we 
are talking about, the question was presented to the Commission as 
to whether it should take an appeal to the Supreme Court and fight 
it. The Commission decided that it should not take an appeal. 

I would infer from that that the Commission now believes that the 
Court has said the final word and that we should recognize it, and 
recognize this kind of transportation as legitimate under the act. 

Mr. Harris. Well, certainly it is commendable for the Commission 
to express its viewpoint; but when the Court speaks, then, of course, 
it must try to administer the law accordingly. Naturally, that is your 
job and your position; but the question I was raising here was the 
attitude of the Commission with reference to any exempted trans- 
portation. 

Commissioner Knupson. The attitude of the Commission was first 
indicated by the decision in MC-698, in which a long extra new list 
of commodities was added to the exempt-commodity group for move- 
ment to the point—where I know of no farmer now, with the possible 
exception of those that are interested in redried tobacco, I think, is 
one exception, and maybe dressed and frozen poultry—where the 
Commission has not liberalized the exempt-commodity movement to 
the point where all agricultural commodities can move. I think there 
is good intention evidenced on the part of the Commission. 

Mr. Harris. Well, certainly I do not mean to imply that the Com- 
mission has not had the highest tenets and motives, Mr. Commissioner. 
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T want to assure you of that. But there is so much background and 
history to this that some of us would like to know just what the atti- 
tude and the position of the Commission is with reference to con- 
trolling the transportation of agricultural products. 

Well, I bring this up in order to find out just what the effect of 
the Commission’s proposed rule would be on what the Congress had 
done in providing this agricultural exemption. 

Commissioner Knupson. I think your approach is entirely legiti- 
mate. I have no quarrel with it. 

Mr. Harris. That is the point I raise here. I do not think that 
anybody is expecting that any group that the law intended to bring 
under regulation should be permitted to take advantage of a windfall 
here that Congress provided for some particular segment of the indus- 
try of this country. 

Commissioner Knupson. May I suggest, Mr. Harris, that section 
203 (b) (6), or some modification thereof, will be before this Congress 
if it is not in the form of a bill. It was last session; and when that 
comes along, it might be the time for you to take another look at 
what that exemption was intended originally to cover and make the 
amendments in this exempt clause instead of doing so indirectly by 
means of placing limitations on our leasing rules. 

Mr. Harris. I appreciate that, and I will certainly be interested in 
taking a look; but, at the same time, I am somewhat concerned as to 
the policy of the Congress in providing for the agricultural exemp- 
tion and then the other provision with reference to the leasing of 
equipment. 

Those are the two things that Congress provided as a matter of 
policy; and if the Commission by some rule or regulation is going 
practically to nullify the action of Congress in granting exemption 
to certain groups, then I think we have certainly the duty of and we 
are supposed to take another look at it. 

Commissioner Knupson. Yes, sir; I agree with you. 

Mr. Harris. And that is precisely what we are trying to do here 
today. 

Now, with reference to the rule, which division of the Commission 
are you chairman of ? 

Commissioner Knupson. I am not chairman of any division, Mr. 
Harris. A large part of my duties have to do with Defense Trans- 
port Administration. For that reason I am the Commissioner in 
charge of the Bureau of Service and a member of division 3. 

Mr. Harris. Now, division 5 has had this matter under consid- 
eration, has it not? 

Commissioner Knupson. This matter came up through division 5 
which deals with all motor carrier matters except finance matters 
which are handled by division 4. 

Mr. Harris. Did division 5 make a recommendation as to what 
rules the Commisison should consider putting into effect ? 

Commissioner Knupson. You mean when this case was decided by 
the Commission ? 

Mr. Harris. Yes. 

Commisisoner Knupson. I think so. Perhaps Mr. Blanning can 
answer that. 

Mr. Bianntino. Division 5 adopted the first set of regulations. The 
examiner who heard the case recommended adoption of a set of regu- 
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lations which included prohibition of trip leasing. Exceptions were 
filed to that which required division 5 to make a decision. Division 
5 made a decision and adopted a set of regulations which did not 
prohibit trip leasing. Petitions for reconsideration were filed on that. 
Division 5 did not change its position and that meant that the entire 
Commission had to pass on it. The entire Commission adopted the set 
of regulations which we have now, which were sustained by the Su- 
preme Court. 

Mr. Harris. Now, do I understand you to say then that the Com- 
mission adopted the rules which included the recommendation 
of division 5 and in addition thereto, with reference to trip leasing? 

Mr. Biannina. No, they adopted an entirely different set of regu- 
lations. 

Mr. Harris. Will you provide us with a copy of the regulation 
which division 5 recommended ¢ 

Mr. Buannine. Yes, we can. 

Commisisoner Knupson. Yes, we can do that. 

Mr. Harris. I think that we would like to have that. 

The Cuarrman. That has been referred to but I do not believe that 
they have been put into these hearings. 

Commissioner Knupson. We would be glad to provide that. 

Mr. Harris. Now, I know what the Commission’s decision was; 
but Mr. Commissioner, may I ask you if the recommendation of 
division 5 had been adopted by the Commission finally, would that 
have gotten to this problem with reference to the so-called gypsy op- 
erations—and I, like you, I do not like to use that phrase, because of 
its connotation—but that is what is referred to here. Would that 
get at that problem at all? 

Commissioner Knupson. As to the 30-day provision ? 

Mr. Harris. No; to the abuses which have developed in con- 
nection with certain owner-operators avoiding the Commission’s reg- 
ulations. 

Commissioner Knupson. Since I did not participate in the de- 
cision, I cannot answer the question, but I will refer to Mr. Blanning 
and see if he can answer it. 

Mr. Harris. All right. 

Mr. Buannine. Division 5’s regulations would not have prohibi- 
ted the use of the so-called gypsy, the itinerant trucker, on trip leases. 
It does contain certain restrictions on the carrier in connection with 
the keeping of records when he used those truck owners; but did not 
prohibit their use. 

Mr. Harris. Did not prohibit their use. 

Mr. Buanninea. That is right. 

Mr. Harris. And probably the opinion of the Commission is that it 
would not go far enough to correct the abuses which had developed. 

Mr. Buannine. That is the opinion of the entire Commission on this. 

Mr. Harris. Was the Commission unanimous in its decision re- 
garding this? 

Mr. BiranninG. No; Commissioner Lee issued what he called a con- 
curring opinion in which he differed with the trip-lease provision and 
three members of the Commission did not vote; Commissioner Knud- 
son being one of them. 

Mr. Harris. Who did you say was 1 of the 3? 
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Mr. Biannine. Commissioner Knudson was 1 of the 3 who did not 
vote. 

Mr. Harris. Now, Mr. Knudson, should this bill be adopted by Con- 
gress, only two of the provisions of the proposed rule will be affected 
by it ? 

Commissioner Knupson. Yes, sir. We would endeavor to keep the 
rest of them in effect, against great odds, 

Mr. Harris. That is what I am going to ask. Would you then try 
to make effective the rest of the rule? 

Commissioner Knupson. We would try against insurmountable 

obstacles to keep in effect the rest of the rule. 

Mr. Harris. Would you care to comment again on whether or not 
if the other parts of the rule were to go into effect, it would substan- 
tially meet the problem which you have described here? 

Commissioner Knupson. Well, I will paraphrase what I said i 
some detail. 

Mr. Harris. That you would be restricted. 

Commissioner Knupson. The balance of the leasing regulations, if 
we kept them in effect would—I might even say—subs stantially take 
care of some of the evils we have been talking about, but without this 
30-day rule or its equivalent, we do not have the practical means of 
putting the balance of the regulation into effect. 

Mr. Harris. I appreciate that. And, I agree with what was said a 
moment ago, that it is going to take a lot of these agricultural trucks 
out of agricultural transport too and put them right into the hands 
of the regulated or certificated carriers. 

How many certificated carriers have we who do not own any equip- 
ment at all? 

Commissioner Knupson. There are twenty-one-thousand-five-hun- 
dred-and-some-odd certified carriers, as I recall. Of this total num- 
ber around 800, I believe, own little if any equipment. 

Mr. Harris. I have this impression from testimony presented — 
that most of the abuses come through that group of certificated ¢ 
riers. Am I wrong about that? Are you in a position to say ? 

Commissioner KNupson. As you recall I said that having studied 
the record in this case, that certainly many of the abuses occur on the 
part of these carriers; whether we could say unequivocally that most 
of them do, I would not know. Mr. Blanning, do you know? 

Mr. Harris. Now, Mr. Hinshaw asked you 

Commissioner Knupson (interposing). I think that Mr. Blanning 
suggests that in terms of actual numbers, because of the fact that car- 
riers who own trucks also do leasing, that most of the violations would 
occur on the part of the carriers who do own some equipment. That is 
because they preponderate in numbers in the first place. 

Mr. Harris. Mr. Hinshaw asked you about this problem, but I was 
somewhat of the opinion, if anything is to be done about it, it will 
have to be by legislation, because the grandfather clause and the 
provisions with reference to augmentation of equipment. Am I right 
about that? 

Commissioner Knupson. Well, we are getting here into the realm of 
opinion. My own feeling would be this, that based on the Supreme 
Court’s decision, the Court says that the Commission has authority 
to stabilize the industry. It has authority to deal with these evils 
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of lack of safety and these other things that the record in this case 
spelled out. 

Now if we had gone to the court with the regulation that had 
required, as Mr. Hinshaw suggested, that the trucking companies 
own their equipment, it might have been open to serious doubt that 
the court would have allowed us to put out such a regulation. It 
might actually have been unconstitutional. I do not know. And, 
therefore, it might not be able to be cured by legislation. 

There is that possibility and that point would certainly be urged. 

But, assuming that it could be done within the framework of the 
Constitution, I have personal doubt that it could be done within the 
framework of the Interstate Commerce Act. 

Mr. Harris. I am inclined to agree with you. I think it is highly 
important. I am sorry to take so much time, Mr. Chairman. 

The CuHarrman. You have that privilege. 

Mr. Harris. Thank you. That is all. 

Mr. Hesevron. Mr. Chairman. 

The Cuatrman. Mr. Heselton. 

Mr. Hesevton. Mr. Knudson, I would like to read briefly from 
a report entitled “Sound Transportation for the National Welfare,” 
which I believe was issued in February by the Transportation Asso- 
ciation of America, dealing with this exemption that has been de 
scribed, or these regulations. It is stated: 

It does not appear that the change proposed would benefit either the railroads 
or the common Carrier motor carriers in the long run but they would very defi 
nitely increase the costs and restrict, if not destroy the flexibility of transpor- 
tation so important to the timely movement of livestock and all other agricultural 
commodities which cannot be handled effectively in any other way. 

And then further it is stated : 

Furthermore, haulers of livestock and other agricultural commodities do not 
operate between fixed points or over regular routes. Among other things, many 
of them haul a variety of farm products from ranches, pastures, fields, orchards, 
or other places and perform many services that other carriers could not or would 
not do as the exigencies of seasonal or other conditions may require, without 
regard to the hours in a day or the day of the week. 

I read those as the foundation for asking for some specific informa- 
tion. The other day when Mr. Fraser appeared before this committee 
he said that the Department of Agriculture had issued a table showing 
a classification of 5,382,100 farms by income in 1950. He stated that 
78 percent of all of the farms had gross sales of less than $5,000. Now, 
working that out, of the 5,382,100 farms, 4,198,038 had gross sales of 
less than $5,000. 

He contended, and I think quite rightly, that in all probability the 
great bulk of those farmers are not in a position to own their own 
trucks. They have to be served by someone else. 

Would you dispute that conclusion that he drew ? 

Commissioner Knupson. No, I do not dispute the conclusion; but 
I point out to you, Mr. Heselton, that there are almost 9 million, be- 
tween 9 and 10 million trucks on the highways of this country today, 
only a minor proportion of which are operated by controlled carriers, 
and to my knowledge, no farmer is suffering from a lack of transporta- 
tion nor indeed will he under the leasing rules. 

Mr. Hesevron. However, what I am trying to get at is this: Of those 
more than 4 million farmers, is it true that the railroads are in a posi 
tion to or would haul their products; the bulk of them? 
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Commissioner Knupson. It is true today that for the long haul, the 
majority, the biggest part of agricultural products move by rail. 

Now, I have to qualify that by saying that you have got to take into 
account the grain movement. You have got to take into account the 
haul of cirtus fruit, and some of these heavy bulk-loading commodities, 

I think it could be proved, just as validly, that to the rail point, and 
in short hauls, as particularly as regards the livestock movement, that 
the great proportion of it moves by ‘truck, 

Mr. Hesevron. Allright. In the course of the Commission’s studies 
in the hearings, has any exact information been developed as to how 
much of the agricultural products would be affected by the introduc- 
tion of the 30-day limitation ¢ 

Commissioner Knupson. No studies other than those which we ac- 
cepted as matters of fact produced on the record of the leasing case, 
and the rather informal study that has just been made pursuant to the 
request made by Congressman Dolliver, and to which I have referred. 

Mr. Hesevron. As I understand it, you have furnished the result of 
that study to the committee ? 

Commissioner Knupson. Yes; and I refer to them in my statement 
today. 

Mr. Hesevron. But basically we are unable to have any scientifically 
developed information as to how many of these farmers and how much 
of their product would be affected by this 30-day limitation? 

Commissioner Knupson. That, sir, is one of the primary difficulties 
with which I have been struggling as the Defense Transport Adminis- 

trator in the motor-carrier field. For instance, I have been informed 
that there are literally hundreds, if not thousands of these itinerant 
carriers who are registered in the State of Alabama. They give as 
their address a service station address and to get in touch with them 
and find out what they haul and where they move to and their 
itinerancy, is impossible. 

Now, we are trying, through my organization, to get the several 
States to put on-their license requirement next year two or three ques- 
tions that will enable us to find out how many of these carriers there 
are; where they move and the kinds of commodities they haul. Then 
we will have some certain information. Until we can get that, we will 
have to proceed on the basis of the best we have, and that is what I 
have tried to give you. 

Mr. Hesetron. It occurs to me that this committee is seriously 
handicapped when we have all of the farm organizations presenting a 
united front, expressing great concern as to the impact of this particu- 
lar 30-day period, which "T understand they consider most serious—— 

Commissioner Knupson. Yes, sir. 

Mr. Hesevton. And yet we cannot get from any source whatsoever 
exact information as to how this is going to hurt them or in what 
manner or to what degree. I think it is putting a very difficult problem 
into the hands of the committee without adequate information. I 
would suppose that the commission over the years must have some- 
where in its files something more than generalities that have been given 
to us. 

Commissioner Knupson. We do not have authority to get statistics 
or to do anything else with reference to the intrastate carriers. 

Mr. Hesetron. I understand that. 
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Commissioner Knupson. We do not have the appropriations to do it. 

I have been trying, as Defense Transport Administrator, to cure that 
difficulty by getting some information and within the year maybe we 
will have it. Idonot know. We do not have it now and I will admit 
that the evidence before this committee and before the commission 
has much to be desired on this point. 

Now, just one more observation. You predicated these questions you 
asked me on this reference to the Transportation Association of 
America’s recommendations on legislation. If I am not 

Mr. Heseiton. I should modify that. Itis from the suggestions and 
discussion of the whole problem. 

Commissioner Knupson. Yes. They will make recommendations 
to the Congress, but they are dealing there again, if I am not mistaken, 
with this exempt-commodity law. 

Mr. Hesetton. That is true. 

Commissioner Knupson. And when that comes along for reconsid- 
eration, if it does, you certainly should have in your possession some 
precise information of this movement. 

Mr. Heseiton. Does the commission have any information as to the 
number of trucks owned and operated by certificated carriers ; the num- 
ber owned by farmers, and the number owned by local truckers, and the 
number owned by what are referred to here as gypsies ? 

Commissioner Knupson. We have information on certificated car- 
riers. We do not have any on farmers, except that which was col- 
lected by the late Commissioner Eastman and Commissioner Johnson 
which now reposes in the files of the Archives incident to the materials 
and problems of the last war. 

The statistical data have not been kept up to date. 

There is some information to be derived from the American Auto- 
mobile Association, the Automobile Manufacturers Association, and 
groups of that kind, but it is not conclusive. 

The answer to your question is that we do not have that information. 

Mr. Heseiron. You laid stress this morning upon the safety factor 
and I think we are all acutely aware of the importance of that and of 
something being done in the public interest. However, it has been 
difficult for me to understand how much the Commission could do in 
terms of the actual safe operation on the highways, which cannot be 
done, and is not being done, with far larger forces, in each State or 
nearly every State today than the Commission has all over the country. 

What does the Commission think it could do under this particular 
regulation that the States themselves cannot do or are not doing ? 

Commissioner Knupson. The other day I drove to Baltimore. I 

_ —— a place over there where I can buy a suit cheaper than I 
can in Washington. I went over to buy a suit. I followed for 30 
wie a bus loaded with people, the back wheels of which were out of 
line 2 feet. I trailed it. It went through the District of Columbia. 
I followed it into Maryland. It had a Peiunsylvania and New York 
license plate on it. It would, before it got to New York, go through 
3 or 4 other States. We are presently checking on that particular 
vehicle or bus. 

My inference would be that that bus had gone through a number 
of States, in a terrifically unsafe condition. 
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Now, if we had the number of people and the requisite safety force 
to deal with that, the owners, the carriers, the people that own that 
bus, it would not be on the highway—at least it should not. 

Our efforts are not to police the highways. We admit that we 
eannot go out and check all vehicles and correct all of these unsafe 
driving conditions, but if we had money to deal largely on an educa 
tional basis with the carriers themselves and put them under such 
registration and restrictions, so that if they operate unsafe vehicles 
we can threaten them with withdrawal of their license—and I believe 
we can under our law—we will get somewhere in this business. But, 
that takes some manpower to do that. 

Mr. Hesevron. But, you have not answered my question. 

Commissioner Knupson. I tried to. I am sorry. 

Mr. Hesevron. Let me take that specific illustration you gave. It 
so happens that you are a member of the Commission and you got be 
hind that bus and, so you are now checking it. 

Commissioner Knupson. Yes. 

Mr. Hesevron. But you did not have any inspector out on the high- 
way who made the discovery and took action. 

On the other hand, in all probability the bus must have gone by 
probably at least one police car in the District of Columbia and pos 
sibly a State trooper up in the State of Maryland. 

Commissioner Knupson. Probably. 

Mr. Hesevron. Either one of them could have taken quick action 
in terms of the violation of the laws of the District of Columbia and 
the laws of the State of Maryland? 

Commissioner Knvupson. They could, but they did not. 

Mr. Hesevron. But is that any argument for saying that the safety 
factor you are talking about cannot be taken care of by the State 
police of the several States? 

Commissioner Knupson. Well now, let me put another case to you. 
A driver with a load of citrus fruit starts from Florida to Chicago. 
He drives 2 hours to get out of Florida. He drives 4 hours in Ala 
bama. By the time he has gotten to Illinois he has driven 36 hours. 
Is an Illinois policeman concerned with that? They do not care 
how far he has driven, either in Alabama or Florida or in any other 
State and do not raise any question about it; but if that carrier were 
under regulation either indirectly by this leasing rule or under our 
safety requirements, we would hope to get at him through his log 
and through other means in our possession. 

Mr. Heseuron. Well, I do not want to inject any personal angle 
into this, but I was district attorney for 6 years in Massachusetts 
and I think I know Ss about the laws I had to use and the 
police had to use in order to make the highways safe. In connec- 
tion with the illustrations you have given, I would suggest by the time 
that single driver had gotten half way up from the South almost any 
policeman, in any one of the States he went through, could have 
arrested him for driving to endanger and I think I could have made 
the case stick. 

Now, my point is just this. There may be too much enthusiasm as 
to just what the Commission could accomplish when as a matter of 
fact we have hundreds and thousands of State, local, and other police- 
men and police agencies trying to make the highways safe. 
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Commissioner Knupson. Well, we have our points of view on it. 
think we have demonstrated that pretty well. 

Mr. Hesevron. That is all. 

Mr. Beamer. Mr. Chairman. 

The CuHainman. Mr. Beamer. 

Mr. Beamer. Mr. Chairman, I think that the hour is too late for 
development of some of the ideas some of us have to develop. 

The CuarrMan. What is the wish of the members of the committee. 
A number of the members of the committee have not had the oppor 
tunity of questioning the witness. What is your feeling, Mr. 
Younger ? 

Mr. Hale wishes to ask some question and I wish to ask some ques- 
tions and I am not sure but what some of the members who have left 
desire to ask some questions, but were unable to do so because of othe 
engagements. What is the desire as to returning at 2:30? 

Mr. Beamer. Mr. Chairman, I do not have very many questions. 
I do not object to continuing. 

The Cuarrman. How long would your questions take, Mr. Younger ? 

Mr. Youneer. I do not know. I think that while we have got the 
witness here, we ought to get all of the information we can. I would 
rather come back and get it completely than to feel that we have got 


to rush through it now. 

There are several things here that I would like to clear up and I 
think that the witness would prefer to clear the record, rather than 
to leave some of the inferences he has left about Congress. 

Commissioner Knupson. I did not mean to leave any inferences 
woout Congress. 

Mr. Younger. I know, but you have, and I would like to have them 


cleared in the record. 

Commisioner Knupson. I would like to do that myself. 

The Cuarrman. The House will consider H. R. 4465 to amend the 
Export-Import Bank Act, 1945, by authorizing the bank to utilize up 
to $100 million of its existing lending authority to provide a limited 
type of insurance for American exports and H. R. 4882, to provide con- 
tinuation of authority for regulation of exports. 

(After further informal discussion. ) 

The Cuarrman. If there is no objection, we will return at 2:30 p. m. 

(Thereupon, at 12:15 p. m., the committee recessed until 2:30 p. m., 
of the same day.) 

AFTER RECESS 


Mr. HinsuaAw (presiding). The committee will come to order. 
Mr. Knudson and Mr. Blanning will resume. 


STATEMENT OF COMMISSIONER JAMES K. KNUDSON, INTERSTATE 
COMMERCE COMMISSION, ACCOMPANIED BY W. Y. BLANNING, 
DIRECTOR OF MOTOR CARRIERS, INTERSTATE COMMERCE COM- 
MISSION, WASHINGTON, D. C.—Resumed 


Commissioner Knupson. Thank you. 

Mr. Hinsuaw. Questions are to be asked, I understand, by various 
members of the committee. 

The next member to question the witnesses is Mr. Beamer. 


83212—853——30 
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Mr. Beamer. Mr. Knudson, there are a few questions I would like 
to have you elaborate on, if you will. 

I wish to compliment you on your terminology with respect to itin- 
erant truck operators, rather than calling them * ‘oypsies” as has been 
done by others before this committee during the process of these hear- 
ings. 

Commissioner Knupson. I earnestly and sincerely feel that way, 
Mr. Beamer. 

Mr. Beamer. I think it is a generous attitude on your part and I 
think you should be complimented on it, because they are in the busi- 
ness to make a few pennies. 

Commissioner Knupson. Yes, sir. 

Mr. Beamer. And they are entitled to that consideration. I was 
rather alarmed on the question of accidents, and you called attention 
to the one in New Jersey. 

Commissioner Knupson. That was done to sort of dramatize the 
possibilities that exist under this prevailing circumstance. 

Mr. Beamer. Is that a very general condition that exists? Let us 
put it another way. Would you say that these accidents are more 
prevalent or worse with the itinerant than with the regular certified 
truckers ¢ 

Commissioner Knupson. We have no way of answering that ques- 
tion fully. There were 38,000 people killed in this country last year. 
This incidence of accidents, if I remember my ICC statistics correctly 
with respect to the regulated carriers who report to us, went up last 
year. We like to think this is in part at least that our safety activities 
went down. This one example that I cited, I could not vouch to you, 
sir, that that is typical. It certainly happened under the circum- 
stances recited and our investigation as a Commission of the accident 
disclosed the circumstances I recited. 

I do not know whether there are more accidents among the itiner- 
ants or among regulated carriers. My supposition based on what I 
know of the ; safety requirements under which each acts, is that there 
would be naturally more among the itinerant carriers. That is an un- 
supported conclusion. 

Mr. Beamer. It was not your intention, however, to indicate that 
there were more accidents. You merely pointed out, is it not true, that 
there was a greater possibility ¢ 

Commissioner Knupson. Yes, sir. 

Mr. Beamer. From your own observations and from the observa- 
tion of the Safety Division of your Commission. 

Commissioner Beamer. Yes, sir. 

Mr. Beamer. You mentioned another thing this morning, that 
farmers do not trip lease. I come from a rural area. I know that 
many of the farmers have their own trucks and they deliver their own 
products to the market, and many times come back empty. That is 
their own truck. But down the road a few miles from them is a man 
who is a fully certified trucker. He depends in the main on farmers 
for his business, but he hauls other products legally. What about that 
man who actually is a trucker, and wants to stay in business? After 
all, he is a trucker of farmers’ products. 

Commissioner Knupson. Under these leasing rules, as I see it, we 
would not take him out of business if he is certified now to haul con- 
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trolled commodities, and he can continue to do so. He can continue 
to haul exempt commodities the way he now does. But he could not 
lease his equipment to another certified carrier without observing the 
restrictions that are placed on him under these leasing arrangements. 

Mr. Beamer. Then as your attorney indicated this morning, if he 
leases it to another outfit for 30 days, he might conceivably not be able 
to haul the farmers good for 30 days. 

Commissioner Knupson. Yes, sir. That is the answer we gave this 
morning, that is, until that lease has expired. 

Mr. Beamer. Now, presuming that would come to pass, is it possible 
that this farmer would have to turn to somebody else and is it not pos- 
sible that perhaps it would cost the farmer not more in money, but a 
loss of his own products? 

Commissioner Knupson. Yes. I think that would happen in in- 
dividual cases. Whether that would be a serious matter in gross or 
not, we have debated, I think, on this record. I personally think it 
would not be. 

Mr. Beamer. May I give an illustration? There were illustrations 
given in the case of fruits. When a hog is ready to sell, the farmer 
does not want to sell it 30 days later. He wants to ship it on today or 
tomorrows’ market. If he must wait for someone to haul his hogs and 
his own trucker is tied up with a 30-day lease, you can see the difficulty. 

Commissioner Knupson. It is hard to presuppose circumstances, 
but just to counter your argument, if I may, let me say this 

Mr. Beamer. This is not an argument, Mr. Knudson. I am asking 
questions. 

Commissioner Knupson. This is a friendly discussion, and that is 
what I certainly want to keep it. Suppose the carrier to whom the 
owner-operator leased his equipment sent that truck over his route 
and it took a week or two to get back, it is conceivable that he would 
not be available to serve the farmer in any event, if he was delivering 
the goods for the certified carrier. I think that situation is also valid. 

Mr. Beamer. I do not want to pursue this too long, because Mr. 
Harris went into it in detail this morning. Let me continue it a 
little further. 

Suppose the farmer finds the trucker is going to have to charge 
more or suppose there is relief coming, is it not possible under your 
present regulation to give an adjustment? Has that not been done? 

Commissioner Knupson. You mean a rate adjustment? 

Mr. Beamer. That is right. 

Commissioner Knupson. We do not control the rates of the itinerant 
carriers who haul exempt commodities. They can quite any rate they 
wanat to. One of the evils we see in the existing situation is that they 
do in fact many times quote rates that cut the heart out of the rate 
structure. To that extent the farmer is getting a benefit. Whether 
that benefit in the total economy is a good one or a bad one is a matter 
for you to decide. 

Mr. Beamer. That is substantially the effect, that he is getting some 
benefit by cut rates. 

Commissioner Knupson. Yes, sir; I would not deny that. I think 
that actually happens at times. 

Mr. Beamer. I wonder how many in our community have received 
any such benefits. I have never been aware of any. I want to refer 
finally to one other thing. Is not, after all, this entire question a basic 
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concept or basic philosophy? You stated, I think with justifiable 
pride, that you had been in the Government service for quite a number 
of years; is that not correct ¢ 

Commissioner Knupson. I came in the Hoover administration years 
ago. 

Mr. Beamer. I think that is a very fine tribute to your loyalty to 
your profession and to the Government service. Is there a question 
arising today as to who makes the laws? I notice, for example, on 
page 9 at the bottom where you said, “H. R. 3203 would take from 
the Commission the power to limit the lease of equipment. 

After all, if the Congress decides to do something, is that not the 
law of the land, if it is sustained by the courts ¢ 

Commissioner Knupson. I opened my discussion, Mr. Beamer, by 
saying that the Interstate Commerce Commission is the right arm of 
Congress. We are quasi-legislative in everything that we do. Of 
course, in that capacity it is up to Congress to pass the laws, and up 
to us to administer them. We are simply reporting back to you that 
in the administration of the national transportation policy, and the 
composite law that you have given us to administer, that here is one 
area of benefit to some and of detriment to others that casts an eco- 
nomic shadow on the balance of the law. 

Mr. Beamer. Suppose that the majority of Congress would say that 
talking with the people back home we have a little different concept 
than that which your _ ommission or any agency would give us, and 
would change the law ? 

Commissioner _Knupson. We would enforce it the way it was 
changed. 

Mr. Beamer. May I ask in connection with that whether it is going 
to be necessary to spell out in black and white by Congress, or shall 
we depend on agencies to issue regulations that do not have statutory 
effect. but will actually implement the intent of Congress when the 
law was originally passed ? 

Commissioner Knupson. I do not quite understand maybe all of 
the implications of what you say, but if I understand you correctly, 1 
shall be very frank to admit that the Interstate Commerce Cormis- 
sion pays great attention to the ideas of Congress, expressed in even 
such hearings as these. But we do by force of circumstances have to 
rely, when it comes to a showdown between a Commission decision 
endorsed by the courts and the will of Congress, the will of C ongress 
as a Whole, instead of the expressions of committeemen in a committee 
of this kind. That is a very frank and open admission on my part. 
I think it is the right one. 

Mr. Beamer. As you probably have indicated, Congress has prob- 
ably made mistakes in certain legislation. They do not “consider them- 
selves infallible. 

Commissioner Knupson. I think it is the best kind of Government 
in the world. 

Mr. Beamer. It is after all a basic principle, is it not, as to who 
makes the laws and we are supposed to make them for the benefit of the 
people back home ¢ 

Commissioner Knupson. And we are supposed to enforce the laws 
you make. 
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Mr. Beamer. You are supposed to come and tell us when you find 
something that is good or bad. 

Commissioner Knupson. Yes, sir 

Mr. Beamer. And I[ want to compliment you for i 

Commissioner Knupson. Thank you. 

Mr. Beamer. One last question, Mr. Knudson. In answer to Mr. 
Dolliver’s question as to whether or not this would represent a loss to 
certain groups or individuals or whatever it might be, | am wondering 
if the answers coming from your particular field offices would be as 
conclusive > your mind as the answers coming from the truckers 
themselves, or from the railroads themselves or of all seoments of the 
transportation industry ¢ 

Commissioner Knupson. No; I do not think this survey that we 
made is as thorough, as conclusive as it might be. We did the best we 
could in the time that we had. I think it is the best evidence that 
you have on this record as far as I know. 

Mr. Beamer. I was wondering if it was not like asking a little boy 
if he committed an error. He naturally would say “No.” 

Commissioner pee pson. I do not believe our field offices would go 
at it that way. I think they would make an objective study within 
the limitations of the time and the number of people they asked to 
report. 

Mr. Beamer. I was not questioning it. I merely raise the question 
as to whether we could consider, as Mr. Dolliver had hoped, as a defin- 
itive answer, rather than merely a suggestive answer ¢ 

Commissioner KNupson. My observation to Mr. Heselton that we 
do not have valid statistical data in this whole field is the most com- 
pelling factual statement I think I made today. We yet do not have 
it. We had plenty of it on this record we thought to make this decision. 

Mr. Bramer. It probably would he ‘Ip all of us to make a decision and 
dispel some of the confusion that exists if we did have facts and 
figures. 

Commissioner Knupson. Yes, sir, I think it would. Next year 
when I come back, if the Defense Transportation Administration is 
still in business, I hope I will have it to give you. 

Mr. Beamer. I want to say you have done a splendid job today. I 
want to thank you for the questions you answered. I think the com- 
mittee will resolve this in a fashion acceptable to most people, and I 
think your help has been most welcome. That is all, Mr. Chairman. 

The CuHatrman. Mr. Younger. 

Mr. Younger. Part of the questions I was going to ask were covered 
by Mr. Beamer. I just wanted to clear the record a little bit, Mr. 
Knudson, because I gathered the impression this morning from some 
of your answers whether you were speaking personally or represent- 
ing the viewpoint of the Commission, that there was an idea that the 
rules and regulations of the Commission were superior to the laws of 
Congress. 

Commissioner Knupson. If I gave that impression, I apologize. 

Mr. Youncer. For instance, when you made the statement if Con- 
gress passes this law, then the Commission has no right to regulate, in 
other words, if the Congress passed something, that would be bad. 
I think if Congress passes something, that is the right of Congress 
because they are amenable to the people. 
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Commissioner Knupson. So do I. Once more, I think it is an obli- 
gation on my part and the part of my 10 brethren to enforce what you 
sass. 

Mr. Youncer. That is fine. I am glad to clear that point up. I 
think the inference on a number of your answers was rather on the 
other side. 

Now, pursuing some other questions here, practically all the testi- 
mony that we have, and most of the testimony that you gave this morn- 
ing was to the effect that the enforcement of MG—43 ‘will to a lesser 
or greater degree eliminate the agricultural exemptions granted by 
Congress. 

Now, “to a lesser or greater degree,” we have had various degrees in 
answer to that question. I think you answered this morning that you 
thought part of the exemptions would be whittled away. 

Commissioner Knupson. I hope I am consistent, and I hope I al- 
ways am; the determination of this committee on this bill will have 
a great deal to do with the right of the carrier to haul, or the right of 
the farmer to seek a carrier, to haul his goods under the agricultural 
exemptions that appear in section 203 (b) (6) of the act, and the 
livestock exemption. 

Mr. Youncer. Wait a minute. Let us go back to M-43. If you 
had M-43 and if you enforced it today, in all of the t testimony I think 
without exception, there was no one who testified that the enforce- 
ment of that order would not to some degree take away the agricul- 
tural exemptions. I think earlier this morning you said yes, it 
probably would, some of it. 

Commissioner Knupson. I said to some degree, if 1 remember my 
statement correctly, it would take away from use by farmers some 
owner-operators who have been serving them and who could no longer 
serve them because they could not or would not comply with the 30-day 
rule under our leasing rules, and to that extent the farmers would 
be injured. 

Mr. Youncer. Now, let us get back to the point. To a greater or 
lesser degree. 

Commissioner KNupson. A very lesser degree. 

Mr. Youncer. All right, let us say it is a lesser degree. You are 
taking away the agric ultural exemption. That has been an admission 
by everybody, including the Agriculture Department, and the four 
farm organizations that appeared, and a good many of the truckers 
admitted the same thing, and you admit the same ‘thing to a lesser 
degree. 

Now, the question in my opinion is, do you believe that the ICC has 
a right to whittle away any exemption granted by Congress to any 
segment of our economy ? 

‘Commissioner Knupson. I do not believe we have unless we have 
good reason for it, such as the reasons that underlie this leasing case, 
to wit, that the safety rules were being flagrantly disobeyed, and the 
economy of the motor-carrier industry, which the court said should 
be stabilized, and which the court said we had the right to stabilize, 
was being impaired. 

Mr. Youncer. Then you agree that there are conditions where you 
as a Commissioner would feel perfectly justified to whittle away any 
rights granted by Congress. In other words, that the ICC would be 
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superior to a law passed by Congress. That is what I am trying to get 
at, the fundamental philosophy. 

Commissioner Knupson. I do not agree with it the way you put it 
with all respect to Your Honor. We are the right arm of Congress to 
enforce the laws that you pass. There comes a time in administering 
and enforcing those laws when we have to weigh the greater against 
the lesser evil, or the greater against the lesser good and that is what 
the Commission did in this case. We determined that in order to 
preserve the stability of the motor-carrier industry as a whole, and 
to a lesser extent the stability of the railroads who were interested in 
this situation, that it would be better to impose restrictions of this 
kind than to allow this situation to build up to the point where the in- 
roads on the regulated carriers’ traffic would be heavier than they could 

sar and still stay under regulation. 

Mr. Youncer. But again, admitting that even for those reasons, 
there was a whittling away of the right. 

Commissioner Knupson. Putting it your way, yes, sir, that is so. 

Mr. Youncer. Very well. Now, if we can get to another question 
here, in your statement which was very illuminating and very well 
prepared and very clear, you talk about the Bureau of Motor Carriers 
in 1936 passing a ruling to the effect that the carrier might add to 
its equipment by leasing : a vehicle, and so forth, and under arrange- 
ment by which the possession and control of a vehicle is for the period 
entirely vested in the carrier, and the regulations surrounding that. 

Then you go on to say 
However, this position was not followed in the decision of the Commission and 
the courts and arrangements were condoned in which the trucks and truck- 
drivers were used by carriers in such a way that the courts held the trucker to 
be an independent contractor during the term of the lease. 

Commissioner Knupson. Yes, sir. 

Mr. Youncer. What I am trying to get at, and you have been in 
this for a long time, what was the fundamental wrong that prevented 
this rule of the Bureau of Motor Carriers from being enforced origi- 
nally in 1936? 

Commissioner Knupson. If I understand the situation, it was this, 
that there were various other laws passed by the Congress at the 
time, including the social security and workmen’s compensation laws, 
and that some of these carriers, if they were identified as part of the 
lessee’s establishment under those laws, would have certain obliga- 
tions in taking out the salaries of their drivers and depositing in 
Government funds and in otherwise complying with the regulations 
under the workmen’s compensation and social-security legislation. 
Therefore, the courts held that for the purpose of those laws. these 
carriers could not be deemed servants of the lessee. They had to re- 
tain their identity in order to get the benefit or not to be put under 
the burdens of those laws as independent contractors during the 
term of the lease. Then came along the practice of the lessee provid- 
ing in the lease itself that these carriers that should have been under 
their careful control for safety purposes and otherwise under the 
terms of the lease would not be so regarded. So that the original de- 
cision of the Commission to keep them under some kind of control was 
whittled away by various court decisions and otherwise to the point 
where they had almost total operating independence. 
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Is that the understanding you have, Mr. Blanning, if I may refer 
this question ¢ 

Mr. Branning. Yes, sir; except the ruling you refer to was an un- 
official opinion given by the Bureau pending determination by the 
Commission. 

Mr. Youncer. It did not have the effect of a Commission regulation. 
It was not enforceable then ? 

Mr. Bianninc. No. When the act first went into effect, the Bu- 
reau of Motor Carriers for assistance to the industry gave their own 
interpretations which were stated as being tentative and subject to 
being overruled by the Commission in any formal proceeding. The 
opinion given here was an informal opinion of the Director of the 
Bureau of Motor Carriers at that time, and when the matter came 
up for formal determination in particular cases both the Commission 
and the courts decided otherwise. 

Mr. Youncer. Then it would have a different effect than MC-48, 
that is, MC—43 has a different standing in enforcement than the pre- 
vious regulation. 

Mr. Bianntine. Yes. 

Commissioner Knupson. MC-43 is a legally enforceable decision 
of the Commission as a whole endorsed by the highest court of the 
land. 

Mr. Youncer. These evils that you point out and which have been 
pointed out in all of these hearings in regard to the truck leasing, 
are any of those that you point out, in violation now of any of the 
laws or regulations? 

Commissioner Knupson. Yes, I think many of them are in violation 
of Interstate Commerce Commission laws and regulations, but we 
have scant way of enforcing them unless we can make the carriers 
or the owner-operators responsive to the main carrier under the terms 
of the lease. 

Mr. Youncer. I gather a rather different opinion. Mr. Blanning 
may help me out on this. In his testimony before the Interstate Com- 
merce Commission of October 14, 1948, you testified to this position: 

The present proceedings were instituted by the Commisison following a 
recommendation made by me. The reason for the recommendation was the 
receipt of numerous complaints from carriers and of reports from the staff of 
the Bureau of Motor Carriers concerning certain practices in connection with 
the transportation of property by motor vehicle, which perhaps seemed not 
to be unlawful but which were considered to be contrary to the national trans- 
portation policy as stated by the Interstate Commerce Act. 

Then you state further: 

Following these meetings, I assigned a member of the staff of the Bureau the 
job of preparing a proposed set of regulations designed to forbid such practices 
as were considered undesirable. However, the extent to which the practices 
were already illegal was not definite and no satisfactory set of regulations was 
prepared by that time. 

I gather from your testimony, Mr. Blanning, that these irregular- 
ities that we have been talking about are not a violation of the law, 
as just stated by Commissioner Knudson ? 

Mr. Biannina. At the time we started our investigation, which I 
referred to there, there had been no determination by the Commission 
or by the courts on the legality of a number of practices indulged in 
by motor carriers. A large part of that was due to the fact that we 
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could not obtain all of the knowledge of all the circumstances in 
volved in connection with the act, as well as the fact that we had not 
determined whether or not they were illegal. 

So I gathered up all the undesirable practices which had not been 
determined to be illegal. Whether or not they were, we did not 
know. Some we did not think were; some we thought were. But if 
they were known to be illegal, we did not cover them in this test imony. 
The testimony that was put in of instances was largely at that time 
instances where the legality either was not determined, or where it 
was determined that it was not illegal. 

Mr. Younecer. As you call them, they were undesirable. 

Mr. Buannina. That is right. 

Mr. Younerr. But they were not illegal. 

Mr. Branntna. Not necessarily illegal. 

Mr. Youncer. That is right. In other words, I am trying to get 
the two positions straightened out, yours and that of Commissioner 
Knudson. 

Mr. Buanntna. No, that set of regulations that you are reading 
about there is the set that we tried to draft before. 

Mr. Youncer. No, I am not talking about the set of regulations. 
I am talking about the one fact. With respect to these irregularities, 
I asked Mr. Knudson if they were illegal, and he said some of them 
are. 

Mr. Biannine. That is correct. Such things as driving while 
drunk is illegal. 

Mr. Youneer. Those things are illegal. 

Mr. Biuannina. Some are. 

Commissioner Knupson. There were 77 practices put on the record 
of the leasing case that were abhorrent, illegal, or undesirable as far 
as the Interstate Commerce Commission was concerned. I still take 
the stand that some of them were absolutely illegal. 

Mr. Youncer. Fine. I just wanted to clear the record. 

Mr. Hesevron. Will the gentleman yield ! 

Mr. Younger. Yes. 

Mr. Hesevron. Having discovered those irregularities or illegalities 
or whatever you want to call them, what action did the Commission 
take in those particular cases ? 

Commissioner Knupson. I cannot answer that. Maybe Mr. Blan- 
ning can. 

Mr. BLannina. You mean at the time of the hearing? 

Mr. Heserron. When you developed the facts, what action did you 
take? 

Mr. Bianninc. We took no action at that time on those that we 
had gathered for the purpose of gathering evidence for the leasing 
regulations hearings. 

Mr. Hesevron. You had power to act. 

Mr. Biannina. We had power to act. There is a distinction be- 
tween taking punitive action and learning facts. If you are going 
to take punitive action, you must have ev ‘idence which is admissible 
in court. That takes considerably more work than it does mere sly to 
find out the facts. We were merely looking for the facts to offer 
advice to the Commission on the adoption of regulations. We did ee 
take the time to get the evidence that was necessary for a proceeding 
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in court at that time when we were merely gathering evidence for a 
different purpose. 

Mr. Hesevron. What period of time was it when you developed this 
information ? 

Mr. Buannina. The information that was offered in this case was 
gathered, I believe, in the year 1947. 

Mr. Hesevron. Since 1947, in your opinion, have those practices 
continued ¢ 

Mr. Biannina. Yes; largely. 

Mr. Hesevron. Has the Commission taken any action whatever in 
any given instance to prevent the continuation of those practices ? 

Mr. Buanninc. Yes. We bring approximately 30 prosecutions a 
month now, and a large percentage of those are for violations of the 
type that was covered in that testimony, not against the same persons, 
of course. 

Mr. Hesevron. I understand. 

Commissioner Knupson. To implement that answer, we also as a 
Commission have taken the stand that carries with long provable and 
chronic habits of violations will not be entitled to the extension of 
their operating rights and for other extra privileges that they seek 
until they can show cause why we should grant them additional privi- 
leges under the prevailing circumstances. We have a couple of cases 
exactly like that before us now. 

Mr. Youncer. I was going to follow that up with this New Jersey 
case, which I have read rather carefully twice. In your opinion, were 
there violations of the law in that case, or of your own rules and 
regulations ¢ 

Commissioner Knupson. We made a complete report on that and 
submitted it to the committee. I must admit that I do not remember 
whether that report holds there were violations of law or not. In my 
paraphrase of it here, I thought I pointed out 1 or 2 or 3 things that 
would have been in violation of our regulations, which amount to a 
violation of the law. The driver was under the required age. He had 
had his driver’s license suspended. He had been involved in previous 
accidents. He had completed two trip leases for an unauthorized car- 
rier. He had operated over the routes other than the routes authorized 
to the carrier. All of those are in violation of our regulations. 

Mr. Youneer. That is true. Now, what was done about it? You 
had all the facts, and you had all of the details. What was done about 
it ? 

Commissioner Knupson. First of all, the Commission decided a 
number of months ago that with respect to these serious motor carrier 
accidents we owed an obligation to the public and to the Congress to 
make reports on them, the same as we have been making for years in 
the rail field. 

In this particular case, we have made such a report and have focused 
the glare of publicity on it. We have also instituted an investigation 
against the carrier involved, and that is in process of being consum- 
mated. Ido not know what the outcome will be. 

Mr. Youncer. Here is a case where you have pointed out a lot of 
violations of existing rules and regulations. Now, if you cannot en- 
force those, and if you do not take direct steps immediately to see that 
this incident is not repeated again, and that this particular lessee does 
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not make another trip under the same circumstances, and that this 
lessee does not repeat his evils, how can you enforce M-43? 

Commissioner Knupson. I think your point is very well taken. I 
think to preserve our integrity we will have to take some of these cases 
and investigate and do something about them. We are in the process 
of doing just that in this case. We do have two other cases at least 
pending in which we are questioning the right of the carrier to have 
further privileges granted on account of a bad operating safety record. 

Mr. Youncer. Then the conclusion I have come to, is that M—43 can 
be enforced if you passed your regulations regardless of your 30-day 
limitation—leaving that out for the time being—You can enforce and 
make the certificated carrier responsible, and “if he did not carry out 
your regulations, you could withdraw his certification. In that way 
you coul d enforce your regulations. 

This New Jersey case seems to me to be a case where there was direct 
violation, and where you could take some action against the certificated 
carrier, who did violate your rules and regulations without question. 

Commissioner Knupson. If you will pardon me for saying so, that 
is like locking the barn after the horse is out. Our ambition is to 
prevent these accidents before they happen and not to prosecute the 
carriers after the accidents happen. 

Mr. Youncer. That does not strike home at all, Mr. Knudson, be- 
cause here you had the regulations before, and you had the law. You 
say this man violated the law, and you have done nothing. Now, you 
want to pass another regulation. 

Commissioner Knupson. Sir, we have done something. We are in 
the process of doing some more. 

Mr. Youncer. You will take this case up? There will be some 
action on the part of the Commission in this case? 

Commissioner Knupson. It is under active investigation now. I 
cannot forecast what the Commission will do. I hope if the carrier is 
guilty we will do something about it. 

Mr. Youncer. If the facts you have presented here, which certainly 
dramatize all the things we have heard about under this trip leasing 
are not punished, then I do not know what kind of an accident could 
possibly exist that you would punish. 

Commissioner Knupson. I agree with you. 

Mr. Youncer. I have just one other question, Mr. Knudson, and 
that is on page 10 of your statement, where you point to the matter 
that the different interpretation and that the transportation of 
agricultural commodities could be carried out by the certified carriers. 
In other words, that they would not necessarily need the trip leasing 
any more. 

Commissioner Knupson. Yes, sir. 

Mr. Youncer. And they would probably get the same rates that they 
get now. Iam just: asking this question : If you remove the competition 
of the so-called trip leasing, wh ich probably forces this other rate as 
a competitive rate, would not the certificated carriers probably charge 
more than they would under the basis where they would have to com- 
pete with the present method of operation 

Commissioner Knupson. Yes. I said this morning that that would 
be theoretically and probably actually possible in some places, but that 
I did not think, to amplify my answer, that there was enough agricul 
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tural traffic moving on a trip-lease basis to make much difference in 
the aggregate on the rates the farmers pay for moving their produce to 
market. 

Mr. Youncer. But the threat is always there: The farmer can say, 
“If you do not do this, then I will go to the other place.” If you 
take the other thing away from him, then he is left at the mercy of the 
certificated carriers. That isthe point. 

Commissioner Knupson. Yes, sir. Then I also added the point that 
it might be a very good thing to think in terms of a stabilized rate 
structure, guaranteeing reasonable nonprejudicial and nonpreferentia! 
and nondiscriminatory rates to farmers, as well as everybody else, and 
to get a rate structure of that kind established is difficult. When we 
have these inroads of exemptions upon it, it is well nigh aepeeauyye. 

Mr. Youncer. But those exemptions were granted, were they not. 
by Congress ? 

Commissioner Knupson. Yes, sir. 

Mr. Youncer. And they can only be whittled away by Congres, is 
that not right? 

Commissioner Knupson. Yes, sir. 

Mr. Youncer. Very well. That isall, Mr. Chairman. 

The Cuarmay. Is there anybody seeking recognition ? 

Mr. Beamer. Mr. Chairman, I have just one question I forgot. 

The Cuarrman, Is there anyone who has not been recognized ? 

I guess I am the only one, and I will not claim recognition now until 
you have finished. 

Mr. Beamer. I have just one question, Mr. Chairman. 

You had certain authority to invoke penalties for infractions of 
your regulations, is that not right ? 

Commissioner Knupson. No, I do not think it is quite that broad. 

Mr. Beamer. What do you do when someone violates a regulation ? 

Commissioner Knupson. We cite them and take them to court for 
violating our regulations and the court assesses the fine. 

Mr. Beamer. That answers my question. In other words, you do 
notassess the fine. You refer it tothe courts. 

Commissioner Knupson. We do have the sanction I speak of, and 
in my opinion we should exercise it more often. When carrier has 
a habitual chronic record of violation, we should question him why 
a certificate should not be withdrawn and the State should likewise 
on his license. If we cannot do that, we should at least say to him 
when he comes for an extension of rights, “Your hands are not clean. 
Until you come in with clean hands, we cannot give it to you.” That 
is only 1 of 11 commissioners saying that. 

Mr. Beamer. That is all. 

The Cuarrman. Mr. Hinshaw? 

Mr. Hinsuaw. | would like to ask Mr. Knudson whether any of 
these carriers who are engaged in trip leasing to a large extent and 
who own little or no equipment attained their certificates under the 
grandfather clause ? 

Commissioner Knupson. My answer would be yes, a good many of 
them did. I would like to refer that to Mr. Blanning who knows the 
bureau’s history from the beginning. I am sort of a neophyte on 
some of it. 
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Mr. Branntnc. Two of the largest of the carriers that do not own 
any equipment are grandfather certificate holders. There are sev 
eral hundred of them, and I am not acquainted with all of them and 
how they got their rights. I know two of the largest got their rights 
through grandfather rights. 

Mr. Hinsnaw. Did they own trucks at the time that they applied 
for grandfather rights ? 

Mr. Buanntna. I believe not. By the way, there are a large num- 
ber who got certificates under the grandfather claim wis did not at 
that time own trucks. 

Commissioner Knupson. There are some, I assume, Mr. Blanning 
and Your Honor, who have acquired grandfather rights by purchase 
and who now operate as brokers. 

Mr. Hinsuaw. Has anyone been granted a certificate as a com 
mon carrier since the grandfather date who in his application has 
stated that he owns no trucks ¢ 

Mr. BuanninG. They do not state in their application whether they 
have trucks, but certificates have been granted to carriers since the 
grandfather date who did not own trucks, and the Commission knew 
itat the time they granted the certificate. 

Mr. ee iw. How is that compatible with sections 207 of the act 
in which it says that certificates shall be issued to any qualified ap- 
plicant hae ‘fore, and I emphasize “qualified”, authorizing the whole 
or any part of the operation covered by the app lication if it is found 
that the applicant is fit, willing and able properly to perform the 
service proposed ¢ 

Mr. Brianntne. Until recently the commission in its decisions 
seemed to take the position that if he showed he was able to get 
the use of the equipment legally he was qualified. The commission 
several months ago for the first time demed an application for the 
reason that the carrier did not own any equipment. That has been 
followed in a few recent cases. 

Mr. Hinsuaw. I just do not understand how an applicant can be 
found “fit, willing and able” if he owns no equipment. He is not a 
common carrier at all. He does not have any equipment to do a com- 
mon carrier job. He is not agreeing to pure he ase any equipment to do 
a common carrier job. I understand a common carrier to be somebody 
who carries something. Of course, having granted a lot of certifi- 
cates of that kind, I suppose it would be hard to revoke them. 

Do you not think that the section of the law requiring the appli 
cant to be found “fit, willing and able” would connote, at least, that 
the applicant is going to actually carry the goods in its own vehicles? 

Mr. Buannina. We would have to know that the applicant would 
carry the goods, but there has been no requirement yet by the Commis- 
sion that it must be in his own vehicles. 

Mr. Hrnsuaw. I would like to ask the Commissioner why the Com 
mission does not have that as a requirement ¢ 2 

Commissioner Knupson. Mr. Blanning has indicated already that 
several months ago the Commission tightened down on this require- 
ment, and I apprehend that is the present policy of the Commission. 
It has not had time to crystalize in a respectable number of cases 
yet, but if I sense the trend of Commission policymaking correctly, we 
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will never go back to the days when we gave awards to a broker oper- 
ating off his cuff. We cannot, however, go to the other extreme. 

Theer are railroads in this country that do not own all their equip- 
ment. I can take you down to Pocahontas Yards and show you rail- 
road locomotives and boxcars that have a placard of the Equitable Life 
Insurance Co. on them, and that company will own those cars under a 
trust certificate until 1965, perhaps. So we cannot irrevocably take 
the position under the law now that a carrier must own all of his 
equipment. 

Mr. Hrnsuaw. Presumably the carrier by rail to whom you refer 
has signed a purchase agreement and is paying for the vehicles that 
are in use, aa certainly are subject to its various mortgages, et cetera, 
it owns the railroad and real estate. 

Commissioner Knupson. Yes. My analogy is faulty to that extent. 

Mr. Hixsuaw. It is quite faulty, do you not think so? 

Commissioner Knupson. It is not total ownership any way you 
look at it. 

Mr. Hinsuaw. I am not saying you should have total ownership in 
trucks, but you can certainly participate in the purchase of the trucks 
by making a down payment the same as the railroad does on its 
equipment trust certificates. It can work toward the ownership of 
those vehicles, and at least have control over them, complete control 
over their use, and disposition. That is what they do not have in trip 
leasing. It seems to me that is a wholly different circumstance than 
the one that is outlined and the one which your regulations proposed 
to correct. 

It has been 15 years, as I understand it, since this act was passed. 

Commissioner Knupson. It has been about 18 years. 

Mr. Hinsuaw. Yes, 1935, August 9. There has been an amendment 
or two since then. I am wondering why the Commission has waited 
this long to find that ownership or evidence of future ownership 
is one of the attributes of a carrier. 

Commissioner Knupson. I am making no apologies for the Com- 
mission. I assume that this motor-carrier industry has been in the 
process of growing up. It has now reached some degree of maturity. 
It is able to compete with the other transport ation facilities, and 
some of the decisions that were made and the regulations that were 
issued in the early days may now be outworn creeds. Maybe we 
should do something about it. 

Mr. Hrxsnaw. Let me point out to you that it was testified to the 
other day that one of the largest, I believe, carriers by motor vehicle 
which owns 1,000 vehicles has been able to acquire those vehicles by 
one means or another and are fully responsible. They are not the ones 
that are causing the Commission difficulty, apparently. The persons 
who are causing the Commission difficulty do not have certificates. 
They trip lease their vehicles and they furnish drivers to certificated 
common carriers. 

Commissioner Knupson. I think some of the instances that were 
cited on this record arose out of a common carrier that owns a large 
part of its equipment trip leasing additional equipment for extraor- 
dinary hauls. 

Mr. Hinsuaw. I did not refer to that. I said “caused by the owner 
of a vehicle who does not hold a certificate,” but who leases his vehicle 
for a time to another who does hold a certificate, 
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Commissioner Knupson. I see. I misunderstood you. 

Mr. Hinsuaw. That is the one that is causing you difficulty; is that 
not right ? 

Commissioner Knupson. Yes; but he is not the only one. We want 
to get also at the carrier who has been indulging in fast and loose prac- 
tices in acting as the lessee in that kind of situation. 

Mr. Hinsuaw. What I would like to know is how do you expect a 
carrier to be liable if he owns nothing but a desk ? 

Commissioner Knupson. You mean how will the court levy a judg 
ment, for instance ¢ 

Mr. Hrnsuaw. Perhaps so. If he is a partnership, of course, you 
can attach the property of the partners. 

Commissioner Knupson. It might come back to this other sanction 
that I talked about, to wit, that the Commission can, if he persists in 
his violations and is chronic, habitual, and defiant, withdraw his cer- 
tificate, or in the event he asks for an extension thereof, refuse it. 

Mr. Hinsunaw. But if you do not do that, would you not also issue 
certain regulations that could require him to own some reasonable pro- 
portion of his equipment, giving him an appropriate length of time 
in which to acquire it and ¢ ould you not make regulations that he could 
not lease equipment and drivers without doing so and so¢ 

Commissioner Knupson. I gave an answer to that question after 
you left the room prior to the recess. It is in the record. It is as fol- 
lows: The Supreme Court said we are on safe ground in our present 
regulations by relating the decision to safety and by the disturbance 
to the economic situation of the trucking industry as a whole. If we 
had gone to the court with a regulation that had forbidden carrier 
operations in nonowned equipment, there may have been constitutional 
issues raised, there may have been an issue raised that we did not have 
that nora under the act. 

[ think it is not clear from my present viewpoint that we have au- 
thority sithe r under the Constitution or under the statute to do that, 
and I wonder whether you can give us that authority. That is an off- 
the-cuff legal opinion that maybe I am not entitled to make. 

Mr. Hixon, ww. I do not think I can make legal opinions, not being 

: lawyer, but I can certainly read the law, and it says that the certif- 
icate shall be issued, and so forth, if it is found that the applicant is 
lit, willing, and able. Under that language, you can set up nearly any 
rules that you want to, so far as ownership of equipment is concerned ; 
can you not! 

Commissioner Knupson. Yes, sir. I believe we are tightening down 
on the things we are requiring in that respect. 

Mr. Hinsuaw. Fifteen years late, and you now find something that 
has come up to jeopardize the entire trucking industry, and you pro- 
pose a regulation which apparently is obnoxious to the representatives 
of agriculture. 

Commissioner Knupson. I did not have reference to the leasing 
regulations in the answer I gave. | had reference to these cases in 
which we have refused to allow a broker who does not own any trucks 
to get into the operating business. 

Mr. Hinsnaw. Of course, I must say that, just because the courts 
have given their sanction to a regulation which is issued by the Com- 
mission on the basis that it had authority to issue such regulation, that 
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the Congress might throw the whole thing into a cocked hat, because 
it is very obnoxious to certain segments of the country. 

Commissioner Knupson. Yes, sir. I certainly will accept your 
criticism. I have to admit that. I am here to defend our point of 
view. That is all I can do. 

Mr. Hinsuaw. That is a worthy objective. I hope you defend it to 
your satisfaction. That is all. 

The CuarrmMan. Are there any other questions ? 

Mr. Youneer. Yes, Mr. Chairman. You raised one point, Mr. 
Knudson, that is rather interesting to me as to the right that the ICC 
may have to withdraw a certificate. There seems to be some question 
in your mind as to whether you have the right even after a violation is 
found to withhold or withdraw a certificate or cancel a certificate. 

Commissioner Knupson. It has never been tested in court that I 
know of. Until it is, and runs the gamut of the courts, I will still 
have that doubt. 

Mr. Youncer. If there is any doubt, has there been any recommen- 
dation on the part of the ICC asking Congress to make clear by law 
that question / 

Commissioner Knupson. I am told, and I do not have the chapter 
and verse before me, that we have made recommendations to Congress 
to amend the present provision of the act which gives us the right to 
cancel a certificate under certain circumstances so as to eliminate any 
ambiguities in the law granting us that right. If you want me to give 
the reference, I will have to have a little time. 

Mr. Youncer. I do not need that. You think, Mr. Blanning, that 
Congress gave that right? 

Mr. Biannine. The statute at the present time provides that when 
the Commission issues an order against a specific carrier and he does 
not obey the order, the Commission can revoke the certificate after 
giving him notice to observe. That is in the statute. 

Mr. Youncer. That has been there right along. 

Mr. Biannina. That is right. 

Mr. Youncer. But they have never issued an order to any carrier 
exercising that right. 

Mr. Bianninea. Yes. We have cancelled a substantial number of 
certificates under that provision. Our reason for making a recom- 
mendation to Congress was to simplify the procedure, because at 
present we must first issue a rule against the carrier and find he is 
violating the law and order him to quit violating. 

Mr. Youncer. Cease and desist ? 

Mr. Buannine. Yes. 

Mr. Younerr. And if he does not cease and desist, you can cancel ? 

Mr. Banning. No. Then we must hold another hearing at which 
we prove that he did not cease and desist. 

Mr. Younger. And then you can cancel his certificate? 

Mr. Biannina. That is right. 

Mr. Youncer. So there is no question but that you have the right 
to do that now under certain procedure? 

Mr. Biannine. After he has refused to obey an instruction. 

Mr. Youneer. That is right. So that would correct your opinion 
a little bit, would it not, Mr. Knudson ? 
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Commissioner Knupson. I shall certainly accept that as a correc- 
tion. There are 500 pages of our act, and T do not know all of it yet. 
I am trying my best to find out. 

Mr. Youncer. But you do have the right now to do that. 

Commissioner Knupson. Yes, sir. 

Mr. Youncer. Fine. 

The CmArrman. Mr. Heselton. 

Mr. Hesevtron. There is one point that was touched upon this morn 
ing that I intended to ask you about further, and that is this matter of 
the 30 days as such. Can you give us any advice as to how that par- 
ticular period of time was arrived at, and what the reasons were for it? 
Were there any other periods considered and rejected, and do you 
know the reasons for rejection ? 

Commissioner Knupson. No, sir. Since I did participate in the 
deliberations of this case, I cannot. If Mr. Blanning cannot, and you 
still want the answer, I will get it for you and put it in the record. 

Mr. Buannine. The question as to the 30 days came up in that the 
Commission wanted to have a period long enough that would make it 
probable that the motor carrier would go through the inspection re- 
quirements that the regulations provided. They did not think he 
would do it if it was for one trip. The 30 days was picked as a period 
that they thought would make it likely that the carrier would inspect 
the vehicle, examine the driver, and go through the other proceedings. 
It was an arbitrary figure picked as a matter of judgment by the 
Commission. 

Mr. Hesevron. I inquired of one of our colleagues from Florida 
who knows whereof he speaks as to what the average time his carrier 
hauls citrus from Florida to New York. He told me that with two 
drivers, running continuously, they reach New York in approximately 
18 to 52 hours. Would you say that the bulk of the carriage of these 
particular carriers is prodably not over, say, 5 days for a round trip? 

Mr. Buannine. It depends on where they are running from. 

Mr. Hesevron. I understand that. 

Mr. Buannine. From Florida to New York with two drivers, and 
that is not the usual method in the Florida to New York run, running 
continuously, and taking 214 days going north, it will take about the 
same time going south : after the ‘y get a load in the north, and the time 
of getting a return load normally runs about 2 days to 5 days. 

Mr. Heseiron. Then the average outside time would probably be 
not much more than 10 to 14 days for a round trip? 

Mr. Buannine. That is right. That is in the Florida to New York 
run. 

Mr. Heseitron. Then would not the imposition of the 30-day period 
in fact, whether intended or not, probably drive this type of truck 
hauling out of existence ¢ 

Mr. BLanninc. Where they depend on a trip lease for a return load, 
it will, but that is not the larger part of the people who are engaged 
in transporting agricultural commodities. 

Mr. Heseuron. Are they not a significant part as far as the agri- 
cultural transportation is concerned ¢ 

Mr. Biannina. They are at present; yes. 

Mr. Heserron. When you say “they are at present; yes,” do you 
think some other substitute will come in ? 
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Mr. Buanninea. Yes. Throughout the South itself—that is the area 
covered by the judicial district which first decided that a regulated 
carrier could haul exempt commodities without regulation—in that 
area the regulated carriers are largely performing the transportation 
of exempt commodities as a backhaul for themselves, and there is not 
the need for the exempt-commodity carrier who needs a backhaul in 
order tosurvive. What effect it will have in other parts of the country 
we do not know, because we have experience so far only in that section. 

Mr. Hesevron. Could you take this regulation without the 30-day 
trip lease feature and make improvements in the situations that have 
been described to us by Mr. Knudson and others? 

Mr. Buannine. There would be some improvement if the regula 
tions for inspection and examination of the drivers and so forth were 
in effect, and the certainty of control by the carrier. Those are all in 
the regulations. If they stayed in, there would be some improvement. 

Mr. Hesevron. What I am thinking of was what Mr. Hinshaw 
brought out. If you had the benefit of this rule, minus the 30-day 
trip lease part of it, and if the Commission, in terms of what Mr. 
Knudson has quite properly said, that in his opinion of what could 
be done in terms of stepping up and making more realistic the con- 
trols it actually has over safe operations, a great deal of good would 
be accomplished without the possibility of seriously affecting the 
agriculture of this country at this time. 

Mr. Buannina. I think a great deal would be accomplished, but if 
the trip leasing to the extent that it is forbidden by the rules continues, 
it would be very diflicult to change the situation as it now exists very 
much. 

Mr. Hesevron. Thank you, Mr. Chairman. 

The Cuarrman. Any further questions, gentlemen ¢ 

If not, I hope I can remember everything I wanted to ask. 

In the fi first place, Commissioner, I lave before me the order MC-43, 
which the Commission made, and which forms the basis of the suit 
in the Supreme Court and also supplies the reason for the legislation 
that is pending before this committee. If you have a copy of it before 
you, I would like you to go through it and tell me how much of it 
would be taken out by the bill which is before this committee, or how 
much of it will remain. The bill itself in plain language only refers 
to duration of time of lease, and second the compensation, so far as I 
am able to understand the bill. 

Commissioner Knupson. I think I can state on the basis of my 
present knowledge and information that the only part of the order 
that would necessarily have to be taken out would be on the mimeo- 
graphed sheet 3, section 207.4, subsection (3), reading, “shall specify 
the period for which it applies, which shall be not less than 30 days 
when the equipment is to be operated for the authorized carrier by 
the owner or employees of the owner,” et cetera. 

The Cuarrman. There is also a provision with reference to compen- 
sation, is there not? 

Commissioner Knupson. There is nothing in the rule, and I take it 
that you are referring to subsection (5) of the same section that bears, 
as we understand it, on the compensation provision of that subsection. 
That, therefore, would stay in the order. 

The CuarrMan. I am not so sure about that. You mean if this act 
is not passed that that would stay in the order? 
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Commissioner Knupson. If the act is passed, we believe it would 
stay in the order. 

The Cuarrman. That reads: 

Shall specify the compensation to be paid by the lessee for the rental of the 
leased equipment. Provided, however, that such compensation shall not be com- 
puted on the basis of any division or percentage of any applicable rate or rates 
on any commodity or commodities transported in said vehicle or on a division 
or percentage of any revenue earned by said vehicle during the period for which 
the lease is effective. 

You say that would remain even if this bill were passed ? 

Mr. Buannina. The bill as introduced and that you are considering 
prohibits the Commission only from fixing the amount of compensa- 
tion. On the first day of the hearings here, the representatives of the 
agricultural group stated that they had no objection to this provision 
of our regulations, and that they did not intend to outlaw that. 

The Chairman. In the bill the language used is “or the amount of 
compensation to be paid for such use.” Is that not language general 
enough to relate to this paragraph (5) ¢ 

Commander Knupson. 1 should have to concede that it was and 
based on the answer Mr. Blanning gave, I do not think we can pro- 
ceed on the basis of any understanding on the record of what the agri- 
cultural interests want or do not want. Ifthe bill says anything about 
compensation and we are providing for compensation in our regula- 
tions, it would have to come out, it seems to me. 

The Cuarrman. That is the way it would seem to me, and I did not 
want any misunderstanding about it. 

This order in mimeographed form covers four pages of single-space 
rules and regulations dealing with applicability, definitions, excep- 
tions, augmenting equipment, interchange of equipment, rental of 
equipment to private carriers and shippers, and this bill would surely 
only relate to only 1 paragraph or possibly 2 of those 4 pages of 
the order, leaving in the order everything else that the Commission 
has put into effect, is that not true? 

Commissioner Knupson. That seems to be a fact, your Honor. 

The Cuarrmman. And that which remains would deal with safety, 
would it not ? ; 

Commissioner Knupson. Much of it would; yes, sir. 

The Crnatrman. What percentage of farmer-owned trucks are used 
in trip leasing ¢ 

Commissioner Knupson. Our investigation, for what it is worth, in 
answer to Congressman Dolliver’s inquiry at the previous hearing, 
revealed that only 1 percent of the trucks of the farmers as such were 
trip leased. 

The Cuairman. When you say 1 percent, does that include any 
leasing that is of an intrastate character, or anly intestate? 

Commissioner Knupson. We said this morning that Texas and 
Michigan prevented intrastate leasing. I wish to amend that by 
saying there are 18 States that forbid intrastate leasing. That is my 
latest understanding. That would have an effect on the answer that 
I gave you, Mr. Chairman. 

The Cuatrman. When you said 2 States, I was under the impres- 
sion it was 20 states. You now correct me by saying 18. 

Commissioner Knupson. I have been told 18. I may still be wrong. 

The Cratrman. Are you able to give us the list of States? : 
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Commissioner Knxvupson. I am not at present, but I will furnish it 
to your committee. 


(The information requested follows:) 


List or States WHicH Have LAws or REGULATIONS AFFECTING TrIP-LEASING OF 
EQUIPMENT TO AUTHORIZED INTRASTATE Motor CARRIERS, WITH REFERENCE TO 
THE RESPECTIVE LAWS AND REGULATIONS, FURNISHED BY THE INTERSTATE Com- 
MERCE COMMISSION TO THE HoUsE COMMITTEE ON INTERSTATE AND FOREIGN 
COMMERCE AS REQUESTED AT THE HEARING ON H. R. 3203, May 7, 1953 


Arizona.—Under the general authority of the State statute which gives the 
Arizona Corporation Commission power to issue rules and regulations governing 
motor carriers, the commission has issued General Order No. MV-15 governing 
common or contract motor carriers of property who desire to augment their equip- 
ment by lease or other arrangement. 

Among other things, the aforesaid order requires (a) that no equipment may 
be leased except upon application in writing to the commission and after 
approval of such application by the said commission; (b) that the equipment 
“shall be operated by such carrier (lessee) or by the employees of such carrier 
and by no other person whomsoever.” 

The corporation commission normally does not approve applications to lease 
for a period of less than 6 months. In a very few instances, however, the 
commission has approved leases for a period of 30 days. 

An additional modification is a clause in the Arizona lease form which permits 
cancellation of the lease by either party thereto on 15 days’ notice to the other 
party and to the Arizona Corporation Commission. 

irkansas.—The power to regulate motor carriers in the State of Arkansas was 
delegated to the Arkansas Public Service Commission by Act No. 367 of 1941. 
Under this authority the commission has consistently taken the position that 
vehicle leasing, other than upon a bhare-truck basis, constitutes transportation for 
hire and a violation of the State statutes. 

The public service commission has further clarified their position in an order 
identified as Case No. R-461. This order lists 10 situations in which it deems 
the relationship to be that of a shipper and carrier instead of a lessor-lessee 
relationship. Two of the pertinent situations are as follows: 

Situation No. 1: “Where the alleged lessor directly or indirectly furnishes or 
selects the driver or drivers for the vehicle to be used.” 

Situation No. 2: “Where the lease is for a single one-way trip, the lessor taking 
possession of the vehicle for further leasing to another shipper for a return haul, 
or after discharge of the cargo at destination.” 

Colorado.—The following rules pertaining to leasing have been issued by the 
Colorado Public Utilities Commission : Rule 12, applicable to commercial carriers; 
rule 13, applicable to private cr contract carriers; and rule 15, applicable to 
common carriers. 

The aforesaid rules provide for the issuance of “emergency letters,” which 
permit carriers or truckowners to conduct trips under emergency authority. 

If a carrier desires to trip-lease a vehicle, it may apply to the public utilities 
commission for an emergency letter. The application may be in person, by letter, 
telephone, or telegraph. The operation may not be started until the emergency 
letter is obtained. Such letters are carried by the operator of the vehicle as 
evidence of authority. 

Connecticut.—Section 5693, chapter 265 of the General Statutes of Connecticut, 
gives the Connecticut Public Utilities Commission jurisdiction to prescribe dis- 
tinguishing plates for motor vehicles engaged in for-hire transportation of prop- 
erty. Circular F-5 (revised) issued by the utilities commission on December 
1, 1952, provides that the commission will assign the distinguishing plate to a 
specific vehicle, and that a certificate bearing the plate number and identifying 
the vehicle will be issued by the commission and shall be carried on the vehicle. 

The aforesaid plates are issued to carriers holding State or Federal authority 
and carriers transporting under the exemption clause in section 203 (b) of the 
Interstate Commerce Act, provided the latter carriers present a certificate indi- 
cating, among other things, their intention to transport only the commodities 
described in the said exemption. 

If an authorized carrier seeks to lease a vehicle which does not have a PUC 
identification plate, the authorized carrier must make application to and obtain 
from the commission an identification plate. Under such conditions, the vehicle 
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Kentucky.—Under the provisions of rule 17.02 of the Kentucky Department of 
Motor Transportation Rules and Regulations issued pursuant to the authority 
delegated by chapter 281 of the Kentucky Revised Statutes, authorized carriers 
are prohibited from leasing equipment of unauthorized operators for a period of 
less than 30 days. 

Rule 17.03 of the aforesaid regulations authorizes trip leases by one authorized 
carrier to another authorized carrier. 

Wichigan.—Under the provisions of section 476.11, article II, of the Michigan 
Motor Carrier Act 254 of 1933, the Michigan Public Service Commission was 
delegated the power to authorize motor carriers of property to interchange 
equipment under general rules and regulations or special orders. The commis- 
sion has interpreted this to include trip leasing between authorized carriers only, 
and the commission does not permit authorized carriers to trip-lease vehicles 
of unauthorized owner-operators. If authorized carriers desire to interchange 
equipment they may so petition the commission. No hearings are held where 
the traffic is of an interstate nature, the authority for interchange being auto- 
matically granted. Hearings are held on petitions where the traffic is intrastate 
and the applicant must submit proof in the public interest. 

The foregoing policy and proceduré has been accepted by the industry for 
approximately 5 years without exception being taken to arrests for noncompliance, 

Minnesota.—Pursuant to its general authority under the law, the Minnesota 
Railroad and Warehouse Commission has issued rules governing leases of 
equipment by common carriers of property and by petroleum carriers. 

Under rule 122, equipment leased to a common carrier of freight must display 
lessee’s name and an identification plate procured by lessee from the commission. 
Rule 123 provides that common carriers of freight, “before taking possession of 
leased equipment, must inspect the same and shall not use or permit such equip- 
ment to be used until it meets with safety requirements hereof.” 

Rule 441 (a) reads: “No lease or rental of equipment by a petroleum carrier 
shall be executed for a period of less than 30 days.” 

Mississippi.—Under the provisions of section 2 (35) of chapter 266, laws of 
1946, as amended, the State of Mississippi describes numerous situations which 
the State deems to create the relationship of shipper and carrier rather than a 
lease. Two of the pertinent situations are as follows: 

Situation (a): “Where the alleged lessor directly or indirectly furnishes or 
selects the driver or drivers for the vehicles to be used.” 

Situation (b) : “Where the lease is for a single, one-way trip, the lessor taking 
possession of the vehicle, for further leasing to another shipper for a return load, 
or after discharge of the cargo at destination.” 

Montana.—Carriers operating for hire in Montana are subject to General Order 
MV-11 of the Montana Board of Railroad Commissioners which became effective 
July 15, 1948. The rules relating to “Plates,” “Registration cards,” and “Equip- 
ment operated” reads: 

“Rule 15. On payment of highway fee prescribed by section 3834.16 of the act, 
the carrier will be furnished one plate for the attachment to the front of such 
vehicles. Each plate is accompanied by a registration card which must be kept 
in the cab of the designated vehicle at all times. No plates are issued for 
trailers, semitrailers, or for standby or emergency equipment. Substitution of 
equipment must be immediately reported to the board and the registration ecard 
covering the vehicle removed from service returned for cancellation so that a new 
card may be issued to cover the vehicle placed in service to which the plates may 
then be attached. Equipment removed from service and not replaced by other 
equipment must likewise be reported to the board and plates and registration card 
returned. MRC plates are furnished without cost and remain the property of 
the State of Montana. Upon the cancellation or suspension of MRC certificates 
or permits, plates, and registration card must be returned to the board by return 
mail upon receipt of notification of such cancellation or suspension. No plates 
will be issued until the equipment is included in the policy or policies required 
to be filed with the board in accordance with sections 3847.12 and 3847.13 of the 
act, and rules and regulations.” 

“Rule 18. (a) No equipment is to be placed in service by a carrier until a de- 
seription thereof is furnished this board and proper insurance filed covering 
it and the highway fees paid for the vehicle. 

“(b) A earrier holding authority from this board shall notify the board in 
writing or by wire giving the name of the carrier whose vehicles are leased, the 
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number of vehicles, the place of operation, and date of operation. The carriers 
operating such leased vehicles before their operation shall be required to have 
on file insurance covering such equipment and shall be responsible for compliance 
with all laws, rules, and regulations and for all fees due from such operations 
while the vehicles are operated under lease by such carrier. 

“(c) Carriers who lease equipment from persons who do not hold operating au- 
thority from this board are required to comply with the provisions, applicable to 
the same extent as though he owned the vehicle. All insurance shall include the 
name of the carrier as an insured and all reports shall be made and fees paid 
in the name of the carrier. 

“(d) All leased equipment shall be operated in the same manner and be subject 
to the same laws, rules, and regulations as though such equipment were owned 
by the carrier. Any arrangement whereby any person, other than the holder of 
a certificate or an approved lessee of a certificate, is permitted to operate under 
or conduct an independent business by reason of a certificate of another is 
specifically prohibited.” 

Nebraska.—General Order No. 81, effective July 16, 1942, paragraph (8), pro- 
vides that before certificated carriers may operate leased equipment, approval 
of the Nebraska State Railway Commission must be secured. That commission 
has interpreted this rule as requiring trip leases and others to be in writing. 

New Mevico.—The State of New Mexico prohibits trip leasing by statute. The 
statutory provision is found in chapter 164, section 1, chapter 68, 1380. Under 
authority of this statute the New Mexico State Corporation Commission has 
issued Corporation Rule No. 10 which provides that leases must be for a minimum 
period of 30 days, but this is subject to a 15-day cancellation clause. 

North Dakota.—Section 49-1841 of the North Dakota Revised Code of 1943 
provides that every motor carrier of property shall secure from the North Dakota 
Public Service Commission an identification tag for each motor vehicle operated 
within the State. No motor vehicle shall operate in the State without having 
an identification tag attached to each vehicle owned and operated by such car- 
rier. The identification plate shall be secured from the registrar of motor 
vehicles upon request from the commission. 

Rule 10 issued by the North Dakota Public Service Commission requires that 
all additional vehicles placed in service by a motor carrier must be reported to 
the commission before placing same in service or within 24 hours thereafter. 
The public service commission as a matter of policy will not approve the addition 
of equipment under a lease of less than 30 days. 

Oregon.—Pursuant to the provisions of chapter 467, Oregon Laws 1947, as 
amended, it is the duty of the public utilities commissioner of Oregon to prescribe 
rules and regulations in conformity with the laws and to better accomplish 
the enforcement of its provisions, which rules as adopted and prescribed, when 
filed in his office and in the office of the secretary of state, shall have the force 
and effect of law. Accordingly, the public utilities commissioner, effective on 
and after January 1, 1950, prescribed such rules and regulations including rule 
19 covering “Leases-equipment.” This rule reads, in part, “No motor vehicle 
will be listed upon or added to a permit or approved for operation if such motor 
vehicle is held under a lease unless a copy of such lease is filed with and approved 
by the commissioner and if such motor vehicle is to be operated by lessee (per- 
mittee) in intrastate commerce within Oregon for a period of 10 or more suc- 
cessive days it must be registered with the Oregon secretary of state in the 
name of lessee (permittee) as registered owner before same can be listed upon 
or added to permit. 

“All leases must provide that the sole possession and control of the vehicle 
for the period of the lease are entirely vested in the lessee (permittee) and that 
the operation thereof will be conducted under the supervision and control of the 
lssee (permittee) who will be responsible for compliance with the provisions of 
the code and other laws applicable to operation of motor vehicles over Oregon 
highways. 

“If the owner or an employee of the owner of any leased vehicle is engaged 
by the lessee (permittee) to drive or operate such leased vehicle such owner 
or his employee while so engaged must be under the direction and control of 
lessee (permittee) and the lessee (permittee) will be responsible for payment 
to the commissioner of all highway use taxes for all Oregon miles operated by 
such leased vehicle and all other fees and penalties required to be paid under 
the code. 

“Applications to add leased vehicles to a permit must specify the period of time 
that such vehicles are to be operated and if for less than 10 days or for a single 
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round trip temporary pass will be issued accordingly, for which pass a fee in 
the sum of $1 for each vehicle shall be paid to the commission. 

“Applications to add leased vehicles to a permit for operating a single trip 
in one direction only should be avoided and such leases will not be approved 
by the commissioner unless the lessee (permittee) agrees to pay highway use 
tax for the extreme mileage of travel in Oregon, both loaded and empty, on basis 
of declared combined weight. In such cases a temporary pass reading from 
a point in Oregon to a point in Oregon will be issued for which pass a fee in the 
sum of $1 for each vehicle shall be paid to the commissioner. 

“Compensation to be paid for the use of motor vehicles leased must be on a 
basis other than a percentage or proportion of the revenue earned by such 
vehicle while operated under the lease and the amount of such compensation 
must be set out in the lease.” 

Pennsylvania.—Under the provisions of General Order No. 29 (last revision 
May 1944), rule 211 of the Pennsylvania Public Utility Commission, motor 
carriers are required to obtain an equipment certificate from the utility com- 
mission. The certificate identifies each unit of equipment which the carrier 
may utilize in conducting operations. 

When a carrier desires to use additional or new equipment it must submit 
its equipment certificate to the utility commission at Harrisburg, Pa., for modifi- 
cation and may not operate the additional or new equipment until such certificate 
has been modified. 

There is but one exception to this rule. It provides that in cases of emer- 
gency authorized motor carriers are permitted to use the equipment of other 
authorized carriers for a period not exceeding 5 days in a calendar month with- 
out having such equipment listed on the equipment certificates. 

Texras.—Under the provisions of article 911b, Revised Civil Statutes of Texas, 
motor carriers must register with the Railroad Commission of Texas a list of 
their equipment and obtain identification cards and plates therefor. Equip- 
ment may not be operated by a carrier unless it is included in the equipment 
list, has a “cab card” and displays an identification plate. The form prescribed 
by the Railroad Commission of Texas for use in making application to list 
equipment to be operated by a carrier contains an affidavit which requires the 
earrier to state under oath “that each unit described herein is legally owned 
by applicant.” 

Virginia.—Under the provisions of rule 11 of the Virginia State Corporation 
Commission Rules and Regulations governing the supervision, control, and 
operations of common carriers by motor vehicle, common carriers are required 
to maintain sufficient reserve equipment to insure the reasonable maintenance 
of established routes and fixed time schedules. Both common carriers of pas- 
sengers and freight are denied the use of leased equipment by the corporation 
commission under the authority of this rule, except in extreme emergencies. 

A separate law passed in 1952 governs petroleum tank truck carriers. Pend- 
ing the promulgation of formal rules governing leasing of this type carrier, 
informal requirements have been prescribed by the State corporation commis- 
sion. One of the informal requirements is that a lease must stipulate that a 30- 
day notice of cancellation be given to the commission prior to its cancellation. 

Washington.—Under the provisions of capter 184 of the laws of 1953, as 
amended, of the State of Washington, and in the exercise of the general powers 
therein conferred, the Washington Public Service Commission has prescribed 
rules and regulations governing motor freight carriers. 

Rule 32 of the aforementioned rules provides that failure of a permit holder to 
keep on file with the commission a complete list of all equipment used or 
operated shall be grounds for immediate cancellation of his permit. 

Rule 33 requires that carriers desiring to operate additional vehicles, or to 
make substitutions or replacements, must make application for authority to 
do so on forms furnished by the commission. 

Rule 40, among other things, requires that fully executed leases must be 
submitted to and approved by the commission before they are given effect. 

Rule 41 requires that each piece of equipment operated by a carrier must 
carry identification plates issued by the carrier. 

West Virginia.—Under the general regulatory authority of the Public Service 
Commission of West Virginia intrastate carriers are required to file copies of 
all lease agreements for approval. It is the policy of the public service com- 
mission to decline approyal of trip leases for intrastate operations. 
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With respect to interstate carriers, all vehicles, whether owned or leased, 
must display a public service commission identification plate issued to the 
authorized carrier. This requirement is found in articles 5 and 6 of the West 
Virginia motor carrier law. 

The Cuaimrman. Thank you. Now, is your 1 percent based upon in- 
trastate and interstate or is it based only upon that which is used in 
interstate / 

Commissioner Knupson. Mr. Blanning, what instructions did you 
give to our field forces? Ido not know the answer. 

Mr. Biannine. It varies from the different offices from zero to 1 
percent, and represents the number of trucks that arrive loaded, as 
compared with those that go back trip leased. 

The Crarrman. Very well; suppose it is an intrastate transaction, 
is that included in our 1 percent / 

Mr. Biannina. No, only interstate transactions were considered. 

The Cuarrman. Do you feel sure about that? 

Mr. Branninc. These were the instructions and I assume they 
were followed. 

The Cuamman. Would you be able to give us the figures ‘ 

Mr. Birannine. From each office, you mean ¢ 

The Cuamman. Yes. 

Mr. Biannine. No. Most of them said they had never seen a 
farmer’s truck trip leased or never heard of one being trip leased. 
Others said it has run 1 percent, but there are no actual figures given. 

The Cuarrman. Then the 1 percent does not relate to all farm trans- 
portation interstate, does it ? 

Mr. Buannine. It relates to farmers’ trucks which arrive at the 
market on an interstate movement and go back trip leased to some- 
body. 

The Cuarrman. I am speaking now of farmer-owned trucks. 

Mr. Branning. That is what I mean, farmer-owned trucks. 

The Cuarrman. Did these regional officers of yours watch every 
farmer truck that came in across State lines to ascertain whether it 

was trip leased-or not ? 

Mr. Branning. No. To a large extent there are a lot of statistics 
in the reports I got but many were opinions based on their observa- 
tions in the last ‘several years during which they have been actively 
engaged in this work. 

The Cuamman. When you say based on observation, was that based 
on numbers that were taken, or was it just based on somebody’s recol- 
lection that it was about 1 percent that they had noticed ? 

Mr. Bianninea. Most of the reports were that there were none. 
They were based on recollection, not on statistical studies. 

The Cuarman. What was the highest percentage that anybody 
reported ¢ 

Mr. Biawntno. One percent. 

The Cuaran. Then if the highest was 1 percent and most of 
them did not do any trip leasing, it must have been something very 
much less than 1 percent. 

Mr. Buannina. That is right. 

The CuarrmMan. When the Commissioner says 1 percent, you do 
not include in that estimate those that did not do it at all, do you# 

Mr. BLannrne. I believe his statement was that it did not exceed 
1 percent. 
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The Cuarrman. Let us get right down to what that really means. 
It did not exceed 1 percent. Did it exceed three-quarters of a percent? 

Mr. Buiannine. | do not believe it would be possible to go any 
more definitely than the fact that nobody reported that it ran higher 
than 1 percent. 

The Cuairman. Where it did exist and where observation was made, 
in those instances it did not exceed 1 percent? 

Mr. Buannine. That is right. 

The Cuarrman. On the other hand, a great many reported that it 
did not exist at all? 

Mr. Biannine. That is right. 

The CuarrmMan. Then I do not see how we have anything definite 
before us that would justify the statement of 1 percent unless you 
qualify it in some way. 

Commissioner Knupson. Mr. Chairman, perhaps I can help you. 
I would not like to stand up and support this informal, somewhat 
casual study of our field offices as the last word in statistical data in 
the case. We asked them to give us information of their long-time 
observations of total traflic. ‘These men are out in the field and out 
of their offices a good part of the time watching the ebb and flow 
of this traffic. Their opinion is about as valid as any observer I know 
in this country. Certainly they did not count the farmers’ trucks. 
If they had, it would have been an interminable job. Such statistical 
data as we have collected is based on that kind of reporting. I doubt 
that it is a scientific empirical study of any kind. 

With those limitations we offer it to you for what it is worth. 

The Cuarman. I had come to that conclusion, and I am glad to 
have it corroborated by you. So I think we can summarize it by say- 
ing that some undetermined number of trucks, less than 1 percent, 
farmer-owned, are engaged in trip leasing. 

Commissioner Knupson. We have reached the conclusion, and I 
have personally based on my own knowledge that very few farmers 
drive their trucks to a market and trip lease the truck back to a 
common carrier. 

The Cuarrman. If that be true, then why are we running in the 
face of this opposition on the part of farmers? 

Commissioner Knupson. Because they are interested in the move- 
ment of the farmers’ goods by the entrepreneur’s truck: the man that 
picks up the agricultural commodities from the farm or from the proc 
essing plant or from the packing shed and moves the produce to final 
destination. 

The Cuarmman. Do you draw any distinction between the farmer- 
owned truck that is engaged in the trip leasing or the truck that is 
not farmed-owned, but is engaged in conveying agricultural products 
to market ? 

Commissioner Knupson. I draw this distinction, Your Honor. We 
did not feel, and still do not feel as a Commission, that this leasing 
regulation imposes a direct hardship on the farmer himself. It is 
addressed to the itinerant carrier that carries produce and the prod- 
ucts of mines and manufacturers and everybody else, insofar as some 
of those other commodities may be exempt—lI cannot name one now— 
and trip leases the truck back. I would have to concede if you were 
to ask me again that some of that traffic moving from the farm or the 
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processing plant or the cannery in these owner-operated vehicles moves 
at rates that are beneficial to the farmer, and that the farmer may 
stand actually to lose in some places, and on some occasions by virtue 
of this decision. But I tried to point out earnestly as we can under 
the facts we have that we believe that that is a small minority of 
circumstances and instances. 

The Cuarrman. My interest in this legislation arose through the 
feeling that an injustice was being done to the farmer by this order. 
During these hearings, there has been brought to our attention an 
operation which was described as the gypsy operation, and with which 
evidently you are familiar, even though you do not wish to call it by 
that name. 

What percentage of that type would be affected by this order as 
compared to the number of farmer-owned trucks ¢ 

Commissioner Knupson. I do not know. In speaking in generali- 
ties, a relatively small number of the total, and certainly only those 
who have habitually or as a matter of practice trip leased their trucks 
for the backhaul. ‘We say that is not too many. 

The Cuarrman. Are you speaking now of the farmer-owned or of 
the gypsy ¢ 

Commissioner Knupson. I am speaking of the owner-operater 
owned, the itinerant. 

The Carman. Now, the gypsy operator, is that not in fact the 
real operation that you folks are aiming to get at, and which you 
feel creates the hazard from the safety standpoint, rather than the 
farmer-owned truck ? 

Commissioner Knupson. Yes; I think that is so because we do not 
look upon the leasing rule as affecting the farmer-owned trucks. 
Under the exemption clause, the farmer has the absolute protection 
of Congress, and we have to pay some attention to that, too. 

Mr. Hinsuaw. Will the chairman yield to me? 

The Cuarrman. Yes. 

Mr. Hirnsuaw. It seems to me that the farmer is exempted now 
under subparagraph 6. 

Commissioner Knupson. 203 (b) (6). 

Mr. Hrinsuaw. On occasional hauls of commodities, is he not? 

Commissioner Knupson. He can haul exempt commodities any- 
where he wants. 

Mr. Hrysnaw. No; I mean occasional hauls of commodities not 
exempt? 

Commissioner Knupson. Yes; I think that is right. 

The CHarrman. What would be the proportion of those affected 
by this order who are known as gypsy operators, and those who are 
recognized as farmer-owned truck operators? Five times as many, 
3 times as many, 10 times as many, or what would be that propor- 
tion? Have you any idea? 

Commissioner Knupson. If the 1-percent figure that we have tried 
to give some currency to is valid at all, then almost the total impact 
of this order and of the bill that is proposed would relate to the 
itinerant operators, maybe 99 percent. 

The Cuarrman. If the committee should come to the conclusion— 
and I am not speaking for the committee, but merely putting a ques- 
tion—that they wanted farmer-owned truck transportation to be 
fully protected, but did not feel the same incentive for protecting 
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the gypsy operator, is it possible for you to indicate to us the type 
of legislation that would be necessary to accomplish that, other than 
this which is now before us, and to which you object, because of its 
broad terms? 

Commissioner Knupson. Yes, sir; I think it would be. In my own 
mind, I have been wrestling with this matter since I first knew that 
I would have to appear before this honorable committee. I thought 
something in terms of validating the going transportation of these 
carriers that can prove, as in “grandfather” days, that they are legiti- 
mately actually engaged in this. That would be giving quite a big 
caseload to the Commission. It might be done that way. 

It might be done some other way. We might be able to devise some 
suggested legislation. I have none to offer you today. 

The Cuarrman. Not because there is any such thought in the mind 
of the committee at this moment, but in order that we might have 
every possible angle presented to us, it would, I think, be appropriate 
if you could suggest some such language to us. The Commission oc- 
casionally submits to us bills that have the recommendation of the 
Commission which I, out of courtesy always introduce, and see that 
they have a hearing before this committee. Now I am making this 
suggestion to the Commission, that it direct its attention to the ‘legis- 
lation of a character that I have suggested in order that the commit- 
tee may have the benefit of your thought in that matter. 

Commissioner Knupson. What time limitation do you put on that, 
Your Honor? 

The CuarrmMan. I would not be severe in that. I would not ask 
you to have it ready tomorrow or this week, but within a reasonable 
time. 

Commissioner Knupson. I will report back to the Commission and 
endeavor to see that we do just that. 

The Cuatrman. Very well. What in your opinion would be the 
practical effect of the 30-day clause that is in the order? There have 
been some questions directed to you and to others based upon a 15-day 
limitation, and other day limitations. I am asking now what would 
be the practical effect of the 30-day clause with respect to the likeli- 
hood of a farmer entering into such lease or refusing to do so if it 
had to be for a 30-day period. Then I will follow that by asking 
you what would be the effect so far as the use of the truck by the farmer 
is concerned if he did enter into a lease for 30 days with a carrier. 

Commissioner Knupsen. Again, Mr, Chairman, if the 1-percent 
figure we have given you or anything equivalent thereto means any- 
thing—that is to say, a few farmers actually enter into these trip- 
leasing arrangements—there would be very little effect of a 30-day, 
15- -day, or any other day clause on the farmer as such, If the 1-percent 
did have to enter into the trip-leasing arrangement on a 30-day basis, 
I can foresee some difficulty in getting back on occasions to his farm 
within 30 days and having to haul another load of farm traffic on his 
truck while he was under lease. That seems to me at the moment 
to be a practical difficulty. 

The acremerey It would seem to me, and I bow to your superior 
knowledge based upon your experience, that if a farmer had to enter 
into a 30-day lease, that turned over so to speak his vehicle to the 
carrier, that he just could not do it for he uses it for other purposes. 
Would not the necessity of entering into a 30-day lease just take him 
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out of the situation so that he would never make such a lease, and there- 
fore his truck could never be used in a trip lease? 

Commissioner Knupson. I shall certainly concede that with respect 
to the farmer if he does that, unless he does it with his eyes open, 
knowing that he cannot get back to his farm anyhow, because he is 
going on a long trip for a carrier and delivering regulated commodi- 
ties, that it would work a hardship on him. 

The Cuarrman. Of course, I have in mind that there seems to be 
some injustice in the criticism that some made who are opposed to this 
legislation by inferring that they knew of instances in which farmers 
would take a load of produce to the market, we will say, from Georgia 
to Chicago, or from Virginia to Chicago, and then would return to 
Virginia ‘by way of Illinois, Arkansas, Georgia, Tennessee. Of course, 
I do not think there are many instances like that, and I do not think 
there is intention to protect that kind of an operation. 

Commissioner Knvupson. I do not think there are many instances 
of a farmer as such going to New York. 

The Cuatrman. If he did, he would not be in a hurry to leave, 
maybe, but at any rate, the point I have in mind is that if he took a load 
from Virginia to New York, for instance, and was permitted to bring 
a load back to the general locality in which he lived, it seems to me 
that there could not be any objection to an operation of that kind. 

Commissioner Knvupson. I see some objection, if you will pardon 
me. Iam not sure that farmers should be allowed in the transporta- 
tion business, if it is going to break down the economy of the trucking 
business. There is much to be said on both sides. 

The Cratrman. Maybe not if you assume that it will break down 
the trucking industry. It is very difficult for me to say that it would 
break down the trucking industry if it is limited to 1 percent, so to 
speak. I cannot conceive of that being sufficient in itself to break 
down the trucking industry. 

Commissioner Knupson. However, if the practice is validated, it 
might conceivably increase to far more than 1 percent. 

The Crarrman. For 18 years this has been just as possible. Now 
for the first time the Commission has recognized that they should do 
something about it, so it has taken an awfully long time to accumulate 
to the present point. 

Commissioner Knupson. If you will pardon me, sir, these have been 
extraordinary 18 years. We have had 10 years of either war or 
emergency in which trucks have been hard to get. We have had a lot 
of veterans coming back and going into this business. I do not think 
that the last 10 years can be said to be typical of the next 10. 

The CrarrmMan. Not necessarily. We hope not, so far as the war 
situation is concerned. 

Commissioner Knupson. I certainly hope so, too. 

The Cuarrman. I want to bring to your attention a suggestion that 
has come to me. I have not had an opportunity to give it considera- 
tion yet, but I am glad to put it before you for your considera- 
tion. I will read the letter that I have before me which is as follows: 
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WasHINGTON, D. C., May 7, 1958. 
Re H. R. 3203. 
Hon, CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, 
Washington 25, D.C. 

DEAR MR. WOLVERTON: Mr. James F. Pinkney, general counsel of the American 
Truckimg Associations, Inc., informs me that he has tried to arrange a confer- 
ence with you for himself and me in respect of the above bill, but circumstances 
seem to have prevented our meeting with you. However, I hope you will permit 
me the liberty of making a suggestion in writing as to the pending bill, H. R. 3208. 

I do not do so as representative of any client or other interest. My principal 
client is the National Association of Motor Bus Operators. Its members, as 
common carriers of passengers, are not involved in the leasing proceeding before 
the Interstate Commerce Commission. However, I am an attorney for a nation- 
wide motor carrier of household goods, the Aero Mayflower Transit Co. of Indian- 
apolis, which I am sure is interested in the legislation. But I speak to you 
principally as a friend of the court from the background of my experience as 
former Chief Attorney of the Bureau of Motor Carriers, Interstate Commerce 
Commission, General Counsel, Office of Defense Transportation, and Under 
Secretary of Commerce for Transportation, and because of my own personal 
interest in a sound solution of the impracticable and inequitable situation 
which has arisen by virtue of the recent Commission regulations. 

In my judgment, legislation should be enacted upon this question, but it 
should be based upon fundamentals and should not attempt piecemeal to correct 
a few, but not all, of the defects which the regulations reflect. The principle 
upon which I feel that legislation should be grounded is that, in respect of 
leasing, the Commission should not be permitted by regulations to go beyond 
those which are necessary to assure that the complete domination, direction, and 
control of a leased motor vehicle be in the lessee, and that the lessee assume 
and have complete responsibility for its operation at all times when in his 
possession. That principle was first enunciated by the Interstate Commerce 
Commission in the case of Divie-Ohio Express Application (17 M. ©. C. 735), and 
has been consistently followed by the Commission and the courts until now. 
In that decision, the late Commissioner Joseph B. Eastman, in a specially con- 
curring opinion, laid down the fundamental rule as to the use by an authorized 
earrier of motor-vehicle equipment belonging to another. His statement of the 
principle appears on page 752 of that report. I have attempted to paraphrase 
it in a proposed substitute for H. R. 3203 which I enclose herewith. 

In my opinion, this suggestion may offer a solution for the many unsound 
results which I am sure will grow out of the Commission’s present regulations 
and will be grounded on a basis which seems to me unassailable. 

I will very greatly appreciate your consideration of this suggestion. Mr. 
Pinkney and I will be glad to discuss it with you further at any time that suits 
your convenience. 

Very sincerely yours, 
Jack GARRETr Scom. 
ENCLOSURE 


202 (d). Nothing in this part shall be construed to authorize the Commission 
to prescribe regulations concerning leases, contracts, or other arrangements for 
the use by an authorized motor carrier of motor-vehicle equipment belonging to 
another person, except only to the extent necessary to assure that such authorized 
motor carrier shall have the full direction and control of such motor-vehicle 
equipment during all times when in his possession and shall be fully responsible 
therefor in all respects under all applicable provisions of law governing the 
duties and obligations of the authorized carrier to the shipper and to the public 
generally. 


The Carman. Would you be able to pass judgment on that? 
Commissioner Knupson. It sounds like a pretty good paraphrase 

of our order in the leasing case to me, except for the 30-day provision. 
The Cuamman. It does not have any 30-day provision in it. 
Commissioner Knupson. No; it does not. 
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The Cuatrman. After all, you have said that the only part of your 
order that this bill would change would be the 30-day provision and 
the compensation. 

Commissioner Knupson. Yes, sir. I have said that, but I go back 
to the full text of my statement in which I have tried to point out that 
that simplified approach has some basic shortcomings with reference 
to our ability to enforce the order and make anything out of it. 

The Cuarrman. You laid great stress upon the necessity for this 
order from the standpoint of promoting safety; have you not? 

Commissioner Knupson. Yes; the Commission does, Your Honor. 

The CHatrman. Let us see how much there is in the question of 
safety so far as the farm-owned vehicle is concerned. First of all we 
start out with the assumption that it does not exceed 1 percent. In 
the next phase we assume that the carrier carries his product to mar- 
ket intrastate. It would not have any effect on him; would it? 

Commissioner Knupson. No, sir. 

The CuarrMan, So it would not touch the question of safety from 
that standpoint ¢ 

Commissioner Knupson. No; it would not. 

The Cuarrman. Now, we will assume that the farmer carried it 
across a State line, but he did not take any trip lease back. It would 
not affect him; would it? 

Commissioner KNupson. No, sir. 

The Cuatmrman,. And that, you say, is about 99 percent of the cases. 

Commissioner Knupson. As far as the farmer and his vehicle as 
such are concerned. 

The Cuatrman. So it would help the safety situation in that in- 
stance; would it? 

Commissioner Knupson. It would be in the law de minimus, I think 
we say. It would not be much one way or the other as far as that 
situation is concerned. 

The CuarMan. So that from the standpoint of safety as a reason 
it does not amount to much? 

Commissioner KNupson. Not with respect to those vehicles, no, sir ; 
but when you come to the owner-operated vehicles, you get into other 
territory. 

The Cuarrman. By that you mean the gy psy. 

Commissioner Knupson. The itinerant carriers. 

The CuatrmMan. Very well. Now I am talking about the farmer 
for the present. 

Commissioner Knupson. Yes, sir. 

The CHarrMan. Because this order of yours affects the farmer as 
well as the gypsy; does it not? 

Commissioner Knupson. It controls the farmer as well as the gypsy. 
Whether it affects him or not is an open question. 

The Cuatrman. According to your idea while it affects them, it af- 
fects so few that it is rather. inconsequential. 

Commissioner KNnupson. Yes, sir. 

The Cuarman. If it is inconsequential, why do we not draw an 
order that will exempt him entirely ? 

Commissioner Knupson. That is a very good question. I shall 
certainly take that personally under advisement and report that back 
to the Commission. 
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The Cuarrman. I think every member of this committee is just as 
anxious as anybody is to assist in procuring safety on the highways. 
But when you do not eliminate a farmer intrastate, which is 99 percent 
of the case, or more than that as a matter of fact, I assume, and if there 
are 99 percent that do not do any trip leasing at all, you do get down, 
as you said, to a minimum of results. 

Commissioner Knupson. We do if we are retrospective, Your 
Honor. If we think of the possibilities of farmers taking advantage 
of a loophole if there is one, and becoming trip lease truckers, it has 
some serious potentialities. Whether they would occur, you have per- 
haps better judgment than I do. 

The Cuairman. In this order that you have made with the provi- 
sions that are in it for safety, would not those provisions effective on 
carriers not produce the safety results you desire without any limita- 
tion as to the time of the lease ? 

Commissioner Knupson. They would in part, but we believe the 
30-day provision, or something akin thereto, is necessary to imple- 
ment the balance of the order and make it really effective. 

The Cuarrman. I have not been able to follow you in that respect 
because at the moment I think that you have the power without this 
bill or any further legislation, as is indicated by the order that you 
have already made, to lay down rules and regulations with respect to 
safety, with respect to the carrier, which if properly enforced would 
be effective so far as trip leasing is concerned, whether it is for 1 day, 
2 days, or 30 days, or any other length of time. In other words, if 
you hold responsible the carrier for the safety conditions—the cer- 
tificated carrier I refer to—and hold him responsible for any vehicle 
that he utilizes, either with or without a driver, does that not get the 
results that you want ¢ 

Commissioner Knepson. Perhaps you and I are talking a little bit 
at cross purposes, because I though that is exactly what this leasing 
regulation will do. It will hold the carrier responsible for observing 
certain requirements and give him a time limitation under which he 
must operate, or can operate, in order to make sure that he is able 
to so observe the safety conditions. 

The Cuairman, My point is this: It does not require 30 days. As 
some said, maybe 15 days are sufficient. I am of the opinion that you 
can hold him responsible if it is only for that trip. You say to him 
you must ascertain, so and so, and so and so, and you are held respon- 
sible for it. If he violates that, he assumes the responsibility, does he 
not ¢ 

Commissioner Knupson. Your Honor, the Commission in analyzing 
the 77 violations that were detailed on this record, and in weighing all 
the evidence pro and con from every party of interest in this case, 
reached the opposite conclusion. On the basis of that record, they 
did not think that a leasing regulation without a time element in it 
would be worth the paper it was written on. 

The Cuairman. | wish if it were so plain as that, it could have been 
demonstrated as plainly as that to this committee. It has not been to 
me. I doubt from the questions that have been asked whether it has 
been to anyone else. We want to do something that will be helpful, 
but we are not going to do something that will be harmful if we can 
help it. I think I can say that. 
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Commissioner Knupson. We believe in exactly the same thing. We 
have the general public interest in mind the same as you do. 

The Cuamman. Except we have a bit more direct responsibility to 
the public. 

Commissioner Knupson. Yes, sir. 

The Caran. We are held to account by the public for our 
actions, either for or against. 

Commissioner Knupson. Your Honor, I could dilate further on 
this point. I have gone into that several times, and it would not be 
an economy of words for me tosay more. I have tried my best to point 
out the position of the Commission and the facts that underly that 
position. 

The Cuatrman. I will not press the thoughts any further that I 
may have. It would probably only ace entuate the situation that al- 
ready exists in which we have difference of opinion, although it has 
been very encouraging, as you have testified, to realize that in some 
particulars at least we do see fairly well together on the willingness 
upon your part to indicate an intention to assist the committee in hav- 
ing for discussion matters that will take care of those whom we feel 
are entitled to have protection, and at the same time not protect 
operations that are contrary to the public interest. It could be helpful 
if we can arrive at that time of legislation. 

Commissioner Knupson. We shall certainly help you to do that. 
May I refer, if you please, to a letter of April 21 addressed to this 
committee that Mr. Layton has suggested might be of interest in this 
record, this letter addressed to you, signed by 1 me, and attaching a full 
text statement of the effect of trip lease prohibition on the cost of farm- 
produce transportation. 

I made a paraphrase of it in the statement I made to the committee 
today. The full text is before you attached to the letter to which I 
have made reference. 

The CuatrmMan. Without objection it may be inserted in the record 
at this point. 

(The letter and statement are as follows :) 

INTERSTATE COMMERCE COMMISSION, 
Washington, D. C., April 21, 1953. 
Hon. CHar_es A. WOLVERTON, 
Chairman, House Committee on Interstate and Foreign Commerce, 
Washington, D.C. 

Drar CHATRMAN WOLVERTON: It will be recalled that at the meeting of your 
committee with the Interstate Commerce Commission beginning March 10, 1953, 
certain members of the committee asked me several questions concerning the 
truck leasing regulations adopted by the Commission. In particular, Congressman 
Dolliver inquired of me whether the regulations would have a tendency to increase 
the cost of hauling farm products to market. 

Following the meeting with your committee, the Commission asked each of its 
field offices of its Bureau of Motor Carriers to submit information concerning 
the extent to which regulated motor carriers trip-lease trucks of farmers or of 
truckers of exempt commodities; the effect that the leasing regulations would 
have on the movement of agricultural commodities or on the cost of such trans- 
portation ; and the ability of regulated carriers to handle the truck transportation 
of agricultural commodities. Reports have been received from each field office 
and a summary of the findings has been made by the Director of the Bureau of 
Motor Carriers in the document entitled “Effects of Trip Lease Prohibition on 
Cost of Farm Products Transportation.” 

I am pleased to send you herewith 35 copies of the document for your infor- 
mation and for whatever use you may decide upon. 


Very truly yours, 
James K. Knupson, Commissioner. 
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Brrectr or Trrp-LEASE PROHIBITION ON Cost OF FARM-PRODUCE TRANSPORTATION 


At the meeting of the House Committee on Interstate and Foreign Commerce 
with the Commission beginning March 10, 1953, several questions were asked 
by members of the committee concerning the leasing regulations adopted by this 
Commission. Congressman Dolliver asked Commissioner Knudson whether the 
regulations would have a tendency to increase the cost of hauling farm products 
to market. He referred to H. R. 3203 and said, “I do hope when the hearings are 
held on this bill * * * the Commission will have a definitive answer to that 
question.” He was referring to the provision in the regulations which prohibits 
the leasing of a truck with driver for a period of less than 80 days. The principal 
effect of that provision is to prohibit the practice of an authorized motor carrier 
leasing a truck with driver for a single one-way trip. There are a large number 
of truck owners whose business is the leasing of their trucks and their services 
as drivers to authorized motor carriers for a single trip in one direction only. 
In addition, it is not unusual for motor carriers whose principal business is the 
hauling of farm products to market to lease their trucks to authorized motor 
carriers for the return trip. 

Following that meeting with the committee, we asked each of the field offices 
of our Bureau of Motor Carriers to submit information concerning the exteiit 
to which regulated motor carriers trip lease trucks of farmers or of truckers of 
exempt commodities; the effect that the leasing regulations would have on the 
movement of agricultural commodities or on the cost of such transportation ; 
and the ability of regulated carriers to handle the truck transportation of agri- 
cultural commodities. Reports have been received from each field office. 

All of the reports agree that the regulations will have no effect on transpor- 
tation performed by farmers for the following reasons: Farmers do not usually 
transport their products for great distances; they usually return empty or with 
farm supplies; they do not use the kind of trucks which regulated carriers use ; 
and usually they do not trip lease their trucks to regulated carriers. The reports 
state that the frequency of leasing of farmers’ trucks to regulated carriers for 
the return trip is negligible, rarely exceeding 1 percent. 

Agricultural commodities of the type hauled by truck are usually purchased 
from the farmers by fruit and vegetable brokers or by packing companies. The 
purchasers ship to market or to the canneries by the cheapest means of transpor 
tution available. In most parts of the country and for long distances the trans- 
portation is predominantly by rail. Sometimes it is in trucks of the canneries. 
In neither of these cases is the transportation affected by the leasing rules. In 
addition, there are a large number of commercial for-hire carriers who do not 
have or need certificates from this Commission to haul agricultural commodities. 
Most of them are owner-drivers of one truck, although there are some fleet 
owners. They do not have fixed rates, charging what the traffic will bear. The 
individual owners usually follow the crops looking for the most profitable hauls. 
During the peak season for movement of a large crop, their charges are high 
and they usually return empty, not wanting to lose the time involved in looking 
for a return load. When the demand for their services is light, they reduce 
their charges to a point where a return load is necessary to meet expenses. 

Such return loads are obtained in several ways. If possible, they haul back 
other exempt commodities. For instance, exempt carriers of fruit and vege- 
tables from Florida to Minnesota frequently haul eggs to Florida on the return 
trip. When no exempt commodities are available, they try to purchase other 
commodities which are in demand in their origin territory, or in other territory 
where agricultural commodities are available for transportation. Sometimes 
pretended purchases or pretended leases of the truck to shippers provide a re- 
turn load. In none of these cases will the leasing regulations affect the trans- 
portation of agricultural commodities. In a varying percentage of cases, the 
only available backhaul is obtained through a lease of the vehicle to an author- 
ized carrier, usually for a percentage of the revenue. This percentage varies 
with the need of regulated carriers for additional equipment to move in only 
one direction, and with the number of exempt trucks available. This percentage 
of revenue varies widely, never exceeding 85 percent. Because of the severe 
competition, of the uncertainty of a return load, and of the lack of business abil- 
ity of the owner-drivers, the trucking life of such owners is, on the average, short 
before the trucks are lost because of the inability to meet the installment pay- 
ments. The turnover of persons engaged in such transportation is large. 

The percentage of return loads which are obtained by trip leasing varies with 
the seasons and with the section of the country. In New England, there is little 
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such leasing. From Chicago about 60 percent of the exempt trucks are leased 
for the return haul. On hauls of 300 miles or less, few such trucks are trip leased 
for the return; on transcontinental hauls, or even on hauls halfway across the 
continent, empty return movements are rare and trip leases are common, except 
from States such as Michigan or Texas where trip leasing by authorized carriers 
is forbidden by State regulations. 

Trip leasing of exempt trucks by authorized carriers occurs only where two 
conditions exist: there are a number of exempt carriers hauling agricultural 
commodities from an area which the regulated carrier is authorized to serve, 
and there is more freight offered to the authorized carrier for transportation to 
that area than is offered from that area. This Commission originally inter- 
preted the exemption of agricultural trucks “motor vehicles used in carrying 
property consisting of * * * agricultural commodities * * * if such motor ve- 
hicles are not used in carrying any other property or passengers for compensa- 
tion” as applying only to trucks which are not used at any time in transporting 
other commodities for the carrier. This interpretation prevented regulated 
carriers from transporting agricultural commodities in the direction of their 
light movement of general freight, because they were required to file rates and 
observe them and could not compete with the unregulated exempt carriers. 
When the courts reversed the Commission’s interpretation and said that the 
exemption applied to trucks not used at the same time to haul exempt and other 
freight, it became possible for regulated carriers to balance their loads by haul- 
ing agricultural commodities in one direction without regulation of charges 
and hauling general freight under regulation in the opposite direction. This 
removed the need for trip leasing of exempt trucks in order for regulated car- 
riers to balance their loads. This has resulted in a situation in the southeast 
section of the country—where the court decision was first made—wherein the 
regulated carriers are now handling agricultural commodities to such an extent 
that trip leasing of exempt trucks has become negligible. In other parts of 
the country, however, the hauling of exempt commodities by regulated carriers 
has not been as extensive up to this time. 

Where regulated carriers try to get agricultural commodities to haul, they 
usually charge the same rates as the exempt carriers. However, in some areas 
they do not try to meet the charges of exempt carriers because they do not 
have the necessary refrigerated equipment and do not need such equipment for 
their hauling of general freight, and also because they can usually meet their un- 
balanced movement by trip leasing the trucks of exempt carriers. As an average 
of about 75 percent of the agricultural commodity haulers now operate without 
trip leasing their trucks for the return haul, they will continue to operate after 
the prohibition of trip leases is effective. Their rates will control the rates of the 
regulated carriers, and the leasing regulations will have no effect on the charges 
for transportation for brokers and packing companies in the areas served by 
them. Some readjustment of present practices will occur in some areas after 
the regulations become effective, and for that reason our regulations provide 
that trip leasing of exempt trucks may continue for six months after it is 
prohibited for other trucks. 

The reason for the adoption of the leasing regulations—the disruption of 
sound economic conditions in transportation and the general ignoring of our 
safety and hours-of-service regulations by trip-leased drivers—applies to all 
itinerant truck owners, not merely to haulers of agricultural commodities who 
constitute only a part of the problem. Although the prohibition of trip leases 
of such trucks for the return haul will probably cause some readjustment of 
regulated carriers’ practices in some areas, the reports indicate that there will 
probably be no inerease in the cost of transporting agricultural commodities 
and that the readjustment will result in a reduction of such charges in some 


areas, 
(The following letter was also submitted for the record :) 


INTERSTATE COMMERCE COMMISSION, 
BUREAU OF Moror CARRIERS, 
Washington, April 24, 1958. 


Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 
My Dear CHAIRMAN: In connection with the consideration of H. R. 3203, a 
member of your committee staff requested that I advise you how many motor 
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earriers holding authority from this Commission own no motor equipment 
and the total revenues of such carriers. 

The report of the Commission in ew parte no. MO-—43, prescribing leasing regu- 
lations, contains a statement that in the year 1947 there were 298 carriers which 
reported that they used owner-operators exclusively, No statement of revenues 
is included in that tabulation. 

The most recent publication of statistics by this Commission shows that 
179 motor carriers reported that they owned no motor-vehicle equipment, the 
revenues of such carriers amounting to $154,255,000. However, this tabulation 
is somewhat misleading. It does not include a number of carriers who own 
pickup trucks but no over-the-road equipment. Also, it includes carriers which 
have subsidiary companies in whose name the equipment is held and from 
which it is leased to the carrier, This is a somewhat common arrangement and 
is done for tax purposes. I regret that our records are not compiled in a 
manner which would show the number and revenue of the motor carriers which 
perform all of their transportation in leased equipment. 

It may be of interest that the leasing report of the Commission states that 
“the carriers which regarded leasing as important in 1947, utilized their leased 
equipment under 38,745 long-term leases, 104,539 round-trip leases, and 394,896 
one-way trip leases.” Of the 19,000 authorized carriers at that time, 4,097 
regarded leasing as important to them. 

Very truly yours, 
W. Y. BLANNING, Director. 

The Cuarrman. In view of the statement that has been made with 
respect to how that opinion was arrived at, it seems to me that that 
weakens very greatly the conclusions that are reached. 

Commissioner Knupson. I did not mean to scuttle it entirely. I 
have personally great faith in the observations of a trained field force 
that has been in the business for 18 years. 

Phe Cuarrman. But as long as we understand how they arrived 
at their figures of 1 percent, that is what I refer to as weakening 
influence, 

C ommissioner Knupson. Yes, sir. 

The Cuarrman. On the basis of safety, we have not had any recom- 
mendation from the recognized automobile organizations nor from 
the traflfic-control bodies of the several States or lacalities advocating 
this legislation as a splendid progressive step in promoting safety. 

Commissioner Knupson. I realize the Commission has been fight- 
ing a lone battle on this matter in some respects. 

The Cuarrman. You are not fighting a lone battle. You have had 
the support in this battle of the railroads and of the labor unions and 
of some truckers. 

Commissioner Knupson. I thought you were referring to only the 
safety operations under our present appropriation. 

The Cuarmman. I think it is very unfortunate that the House took 
the action that they did with respect to your appropriation for safety. 
I hope it will be corrected in the Senate, as I understand there is some 
likelihood that it will be, and I can assure you that there are members 
of this committee that if the Senate does do that will be supporting 
the action of the Senate. I think it was very much out of order to 
eliminate your appropriation with respect to safety. 

Commissioner Knupson. If we are drawing to a close, may I sin- 
cerely thank you for the very fine attention that I have been accorded. 
I appreciate it deeply. This is something new to me. I am still sort 
of a young member of the Commission. I know it is our intention 
to help this committee, and any other committee of Congress to reach 
the right result for the citizenry of this country. 
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The CuarrMan. We thank you for the cooperation that you have 
given in this matter, and has always been characteristic of the ICC 
in its relationship with this committee. We may have an occasion 
to utilize it a bit further before we have finished with this matter. 
I am certain if we do, we will get that help from you that has always 
been readily extended tous. We thank you very much, Mr. Knudson. 
You have been a very heluful witness to us in the statements that you 
have made. I can assure you that they have the consideration of 
the committee. 

Commissioner Knupson. Thank you, sir. 

The Cuarman. The hearings are recessed subject to call of the 
Chair. 

(The Chair submitted the following communications opposing the 
passage of this proposed legislation :) 


House OF REPRESENTATIVES, 
Washington, D. C., April 13, 1958. 
SENATE INTERSTATE AND ForREIGN COMMERCE COMMITTEE, 
United States Senate, 
Washington, D. C., 
and 
House INTERSTATE AND FoREIGN COMMERCE COMMITTEE, 
House of Representatives, 
Washington, D. C. 

GENTLEMEN : Enclosed is a copy of a letter I have received from Charles Cook 
Howell, esquire, vice president and general counsel of the Atlantic Coast Line 
Railroad Co. Mr. Howell is one of the most outstanding residents of Jacksonville. 
I would deeply appreciate your considering Mr. Howell’s comments in connection 
with S. 925 and H. R. 8203. 

Thanking you and with kindest regards, 

Sincerely, 
CHARLES BE. BENNETT, Member of Congress. 


APRIL 7, 1953. 
Hon. CHARLES E, BENNETT, 
Member of Congress, Washington, D. C. 

DEarR CONGRESSMAN CHARLIE: Please permit me to invite your attention to 
S. 925 introduced by Senator Tobey (by request) February 13, 1953, and an 
identical bill, H. R. 3208, introduced by Mr. Wolverton (also by request) 
February 18, 1953; which have been referred, respectively, to the Committees on 
Interstate and Foreign Commerce of the Senate and the House. 

The purpose of the bills is to set aside the effect of the decision of the Supreme 
Court of the United States rendered January 12, 1953, in American Trucking 
Associations v. United States, 73 S. Ct. 307, which upheld the power of the Inter- 
state Commerce Cominission, under existing law, to regulate the leasing of motor 
vehicles by motor carriers. The reports of the Commission which give a full 
account of the evidence developed by protracted hearings are to be found in 
51 M. C. C. 461 and 52 M. C. C. 675. There is nothing strange or out of the 
ordinary about the legal principles which caused the Supreme Court to uphold 
the Commission’s authority. It had been upheld previously by two 3-judge 
district courts, 1 sitting in the Northern District of Alabama and the other in 
the Southern District of Indiana. (The citations are American Tracking Asso- 
ciations, Inc. vy. United States, 101 F. Supp. 710, and EKastern Motor Express, Inc. 
v. United States, 103 F. Supp. 694). And the principles involved had been laid 
down as long ago as United States v. Pennsylvania R. Co., 323 U. S. 612. 

If this proposed legislation is enacted, its effect will be to make it impossible 
for the interstate Commerce Commission effectively to regulate highway truck- 
ing; as the measures would deprive the Commission of authority (in the language 
of the bills) “to regulate the duration of any lease, contract, or other arrangement 
for the use of any motor vehicle by a motor carrier in providing transportation, or 
the amount of compensation to be paid for such use.” 
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The action taken by the Commission was not hasty or ill advised. Lying be- 
hind each of the rules which it has decided to prescribe, is a long history of 
practices which the Commission has been observing since motor transportation 
came under regulation by the first Motor Carrier Act of 1985. 

A prime necessity for such regulation lies in the fact that motor carriers who 
use owner-operator vehicles on a trip-lease basis customarily pay the charges 
therefor by dividing with the owner-operator on a percentage basis the revenues 
received from the shipper. This is illegal, in the first place, since it amounts to 
a division of rates between a carrier and a nonecarrier; and, secondly, but of 
equal importance, it gives a carrier availing itself of this method of payment a 
tremendous economic advantage over carriers whose rates and practices are 
regulated by the Commission, and whose activities are matters of open record. 

The abolition of the trip lease as intended by the Commission is supported by 
the Bureau of Motor Carriers, by a considerable number and representative 
cross section of the certificated common carriers, by several common carriers 
and contract carrier associations, a number of State regulatory bodies, by the 
labor unions, and by the railroads. 

Discussion of the situation in this letter would make it too long for you to take 
the time to read it. A very clear and succinct statement of the entire matter was 
made in a letter addressed to Senator Tobey (at his solicitation) under date of 
March 27 by Mr. Charles ID. Mahaflie of the Interstate Commerce Commission, 
as Acting Chairman of the Commission’s Committee on Legislation and Rules, 
composed of Mr. Mahaffie and Mr. Commissioner Cross. 

My purpose in writing you is not to argue the matter ont, but to solicit your 
attention to it, and to venture the earnest hope that when you examine it, you 
will find that the proposed legislation should not pass. 

Sincerely, 
(Signed) CHaAries Cook Howe tt, 
Vice President and General Counsel, Atlantic Coast Line Railroad.Com- 
pany, Laae Department, Wilmington, N. C. 


HOUSE OF REPRESENTATIVES, 
Washington, D. C., April 20, 1958. 
Re H. R. 3203 
Hon. CHARLES A. WOLVERTON 
Chairman, House Committee on Interstate and loreign Commerce, 
House Office Building, Washington, D. C. 

Dear Mr. CHAIRMAN: It is my understanding that hearings will be held April 
21 on the above bill. 

I have received a great deal of correspondence on this bill and would appre- 
ciate it if you would have this résumé inserted in the record. 

I have received letters from the following against this legislation: 


L. H. Weber, manager-secretary, Farmers Cooperative Grain Co., Havana, 
N. Dak. 

Wayne Bodeen, manager, Bowbells Farmers Union Cooperative Association, 
Rowbells, N. Dak. 

Elmer R. Luedtke, owner-manager, Montpelier Grain Co., Montpelier, N. Dak. 

GC. R. Buckman, manager, Belfield Grain and Feed Co., Belfield, N. Dak. 

Earl W. Anderson, president, Rutland Commercial Club, Rutland, N,. Dak. 

Clem Kelly, agent. Skelly Oil Co., Bismarck, N. Dak 

L. L. Stone, Main Gas Co., Bismarck, N. Dak. 

R. C. Beattie, Quality Builders Lumber, Bismarck, N. Dak. 

Louis Wehmhoefer Farm, Wehmhoefer Farm Supply, Bismarck, N. Dak. 

H. L. Carlson, Anderson Lumber Yard, Bismarck, N. Dak. 

W. Barth, Sweetheart Bakery Co., Bismarck, N. Dak. 

R. J. Schreiner, Sweetheart Candy Co., Bismarck, N. Dak. 

P. M. Schultz, Schultz Machinery Co., Bismarck, N. Dak. 

Irwin Young, Young Farm Store, Bismarck, N. Dak 

F. Murphy, Peavey Elevators, Bismarck, N. Dak. 

0. C. Nelson, Nelson Steel Co., Bismarck, N. Dak. 

M. Bense, Builders Supply Co., Bismarck, N. Dak. 

W. J. Dugan, Bismarck, N. Dak. 

William H. Olson, manager, Rutland Farmers Co-op Grain Co., Rutland, 
N. Dak. 

Jerome Obrigewitsch, Dickinson Roller Mills, Dickinson, N. Dak. 
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R. E. Halverson, traveling agent, Chicago and North Western Railway Sys- 
tem, 400 First National Bank Building, Fargo, N. Dak. 

Joe Wohkittel, manager, Slope Grain and Feed Co., Mandan, N. Dak. 

R. Ingold, manager, Farmers Elevator Co., Taylor, N. Dak. 

L. K. Thompson, manager, Belfield Farmers Union Elevator Co., Belfield, 
N. Dak. 

QO. Christianson, manager, Spiritwood Grain Co., Spiritwood, N. Dak. 

C, A. Wardner, 802 Walnut Street, Grand Forks, N. Dak. 

A. C. Bjerken, general manager, North Dakota Cooperative Wool Marketing 
Association, West Front Street, Fargo, N. Dak. 

H. K. Johnson, owner, Lidgerwood Drug Store, Lidgerwood, N. Dak. 

Leo Becker, Wishek, N. Dak. 

John Stockburger, Wishek, N. Dak. 

Gideon A. Permuan, Wishek, N. Dak. 

Emil Jaeger, Hankinson, N. Dak. 

Ted Boschee, Wishek, N. Dak. 

E. M. Herr, Herr Merchandise Co., Wishek, N. Dak. 

Mott Noyel, Wishek, N. Dak. 

A. C. Sande, Bismarck, N. Dak. 

BE. Hildenbrand, Bismarck, N. Dak. 

A. Schuette, Bismarck, N. Dak. 

J. Bozak, Bismarck, N. Dak. 

Edward Eckman, Wishek, N. Dak. 

A. Weixel, Bismarck, N. Dak. 

J. W. Mongoran, (?) 

J. J. Fasiher, Hankinson, N. Dak. 

R. R. Brummond, Hankinson, N. Dak. 

Jacob Eisenbio, Jr., Wishek, N. Dak. 

C. B. Blouchard, Enderlin, N. Dak. 

M. J. Kronberger, Bismarck, N. Dak. 

E. P. Meide, Hankinson, N. Dak. 

Andrew G. Stockburger, Wishek, N. Dak. 

Gustav Stebner, Wishek, N. Dak. 

John E. Drand, Wishek, N. Dak. 


In addition to the letters listed, I am receiving more on the same subject 
with every mail delivery, and I have received not one expression from my State 
favoring the other side of the argument. 

With every good wish, I am, 

Sincerely, 


UsnHer L. Burpick, Member of Congress. 


JERSEY City 2, N. J., April 23, 1953. 
Re H. R. 3203, 93d Congress, First Session—The Trip Leasing Bill 
Hon. CHartes A. WOLVERTON, 
Member of Congress, Washington, D. C. 


DEAR CONGRESSMAN WOLVERTON: In more than 57 years’ practice of the law 
in my native State I have but infrequently communicated with the Congress of 
the United States or the Legislature of New Jersey, but I now feel constrained 
to express to you, in but a few words, my objection to the adoption of the above- 
cited act. 

The parties now behind the proposed act were defeated by the highest author- 
ity in the United States. The opinions of the courts speak for themselves. 
Now, the defeated litigants attempt to circumvent the operation of the law 
as laid down by the courts. It might be said that the parties who are making 
the attempt are endeavoring to reverse the highest court in the land. 

May I respectfully urge that the proposed bill be not adopted? 

Sincerely yours, 
Petre Bentiy. 
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GALVESTON CHAMBER OF COMMERCE, 
Galveston, Tex., April 9, 1953. 
Hon. CHARLEs A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

DEAR CHAIRMAN WOLVERTON: Reference bill, H. R. 3203, involving trip-leasing 
of trucks which is set for hearing before your committee April 21 and 22, 1953, 
our traffic and commerce committee have given the matter consideration and I 
was directed to advise you and other members of your committee that we are 
opposed to said bill, for the following reasons: 

1, From the beginning of the questions involving trip-leasing of motor trucks, 
we have watched the matter with a great deal of interest and particularly the 
decision of the Interstate Commerce Commission in Hx parte No. MC-43 Lease 
and Interchange of Vehicles by Motor Carriers (52 M. C. C. 675), as well as the 
Court decisions which involve the legality of the Commission's decision. 

2. Obviously, the proposed legislation is designed to set aside, so to speak, the 
decision by the Interstate Commerce Commission and that of our Supreme Court 
in American Trucking Association, Inc. v. United States (U. S., 73 S. Ct. 307), 
decided January 12, 1953. 

We consider those decisions as being sound and logical and in the public 
interest. 

3. It is generally conceded that unregulated trip-leasing would undermine and 
destroy the effectiveness of part II of the Interstate Commerce Commission Act, 
(title 49, ch. 8, U. S. C). Said act was enunciated by Congress for the sole 
purpose of regulating motor carriers which had tremendously increased in 
numbers and were, in fact, “running wild,” which condition affected not only the 
public interest and communities competing with one another, but the other 
regulated common carriers. 

4. Utirestricted trip-leasing creates unfair and unjustifiable competition be- 
tween other transportatién agencies and the disruption of freight-rate adjust- 
ments generally, thereby affecting not only communities, but the revenues of the 
regulated common carriers, both rail and truck, who have in the past several 
years found it necessary to substantially increase their rates, which increase, 
after all, is borne by the shipping public who pay the charges. 

5. From our experience and contact, it is evident that those supporting the bill 
are either organizations or persons who are interested in transporting commodi 
ties now exempt from regulation, under section 208 (b) and (4a), of the Inter- 
state Commerce Act, who are, no doubt, afraid that the discontinuance of the 
vicious and abusive trip-leasing practice might have some effect upon the trans 
portation of exempt commodities. 

In conclusion, we submit that the regulations prescribed by the Interstate 
Commerce Commission and upheld by our Supreme Court are sound and logical, 
in every respect, and unless upheld by Congress disastrous effects will result, not 
only to regulated common carriers, but the public interest. Therefore, we 
respectfully urge you and every member of the committee, to whom we are sending 
a copy of this letter, to vigorously oppose bill H. R. 3208. 

Very truly yours, 
F. G. Ropirnson, 
Traffic Manager. 


Witson Truck System, 
Siour Falls, 8. Dak., April 16, 1958. 
Congressman CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Srr: Mr. Maurice Wilson, president of this company, wired you yesterday 
asking for time for our general traffic manager, Maurice Rudow, to present the 
facts with reference to a bill known as H. R. 32083, and because there are so 
many asking for the privilege of testifying before your committee, and the time 
allotted is so short, it will be impossible to present even a small percentage of 
more pertinent facts relative to this trip leasing, and I feel that I should give 
you a few of the experiences that we have had. 

We started in the common-carrier trucking business on July 1, 1925, receiving 
certificate No. 4 in the State of South Dakota and operate in seven States. The 
territory in which we operate is primarily agricultural. We peddle freight to 
more than 600 towns. There are more than a hundred of these communities 
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that are inland towns and have no rail service but depend entirely upon truck 
service for the receiving of their merchandise as well as shipping their 
merchandise. 

As an example, from the northwest we operate to Marmarth, N. Dak., and 
on the southeast, Chicago, I. The distance from Chicago to Sioux Falls is 600 
miles. The distance from Sioux Falls to Marmarth, N. Dak., is approximately 
560 miles. We peddle each and every town between Sioux Falls and Marmarth. 
On the return trip, practically the only freight that we can secure is agricul- 
tural products such as eggs, butter, poultry, meat, etc. During the.month. of 
January we handled 129 loads of these commodities to Chicago. For the past 
several years we have lost, no doubt, many times this amount of freight from 
South Dakota to points such as Chicago, to trip-leasing operations. By doing 
so, it forced us to run many trucks from 600 to 1,200 miles eastbound empty. 
We have many more illustrations similar to the one I have outlined, except the 
mileage will run from 800 to 1,000 miles in 1 direction. You will note from the 
map enclosed that we are obliged to operate 19 terminals in order to be able 
to cover the majority of the State of South Dakota, southwestern Minnesota, 
northwest Iowa, and northern Nebraska. 

If trip leasing is allowed to continue, thousands of small-business firms will 
greatly suffer because the common-carrier rates must be predicated on the cost 
of operation and when you take away the backhaul freight from the common 
carriers then their costs increase and they are forced to ask the Interstate Com- 
merce Commission as well as the local Public Utilities Commission in the various 
States for increases in rates, This all affects the small-business man. There 
no doubt are some large businesses who would benefit from trip leasing such as 
cooperative associations, chain stores, large wholesalers, packinghouses, and 
others, but the rank and file of the small-business firms that make up America 
are the people who would suffer. 

I will give you just 1 more illustration, and I could give them to you by the 
hundreds, but 1 would bring out the point as well as &ll of them. We have, for 
sometime, handled the packinghouse products for a company at Watertown, S. 
Dak., for points into North Dakota such as Bismarck, Grand Forks, Fargo, and 
other points. Several months ago they put on their own trucks and at the time 
they put on these trucks we were handling southbound out of Fargo, loads of 
sugar from Moorhead, Minn.. to Watertown as well as to many other towns in 
South Dakota. This gave us a backhaul from Fargo. They now lease their trucks 
when they are empty to a grocery firm at Watertown, who is a wholesaler, and 
they pick up this sugar at Moorhead and take it to the wholesaler at Watertown. 
You can readily see that this practice of trip leasing if continued, will spread 
until the common carriers will not have sufficient backhaul tonnage to operate 
under the present scale of rates. Hvery time we are forced to raise the rates the 
small-businessman suffers. 

The Interstate Commerce Commission came into being many years ago, long 
before the trucks came into existence and then in 1935 the Motor Carrier 
Act was passed because of the many abuses on rate eutting, etc. This job 
was given to the Interstate Commerce Commission and they have made much 
progress. About 5 years ago they were confronted with many complaints on 
trip leasing and started an investigation, held numerous hearings, and collected 
a vast amount of evidence. After this evidence was carefully examined, they 
issued an order to correct the evils that existed among various types of truck 
transportation. The trip-lease sponsors immediately took the matter into court 
and finally it reached the Supreme Court of the United States and after due 
consideration, they issued their order upholding the order of the Interstate 
Commerce Commission. Then the trip-lease sponsors proceeded to get a bill 
through Congress to void the Interstate Commerce Commission's order that had 
been approved by the Supreme Court of the United States. It would seem to 
me that your group should give very little consideration to these trip-lease 
sponsors because if we cannot depend on the Interstate Commerce Commission 
for cuidance after making years of study and examination of the facts, why do 
we have the Interstate Commerce Commission? Why do we have the Supreme 
Court of the United States? If normal regulations and control of truck trans- 
portation is to be accomplished. certainly the Interstate Commerce Commission 
should be allowed to continue in a normal manner to bring this about. It is gener- 
ally recognized that the agricultural people must have all the help we can 
possibly give them if they are to survive. This is one of the ways that can be 
done. by protecting them in eliminating trip leasing and allowing the common 
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carrier truckers to secure their fair share of the backhaul freight and keep truck 
rates at the lowest possible level. 
Most sincerely, 
Wm. WILSON. 


INDUSTRIAL SUPPLY Co., 
Billings, Mont., April 17, 1953. 
Congressman CHARLES A. WOLVERTON, 
Chairman, Interstate and Commerce Comission, 
Washington, D. C. 

DEAR CONGRESSMAN WOLVERTON : On April 21, 1953, House hearings are to begin 
on H. R. 3208, truck trip leasing bill, before the Committee on Interstate and 
Foreign Commerce. I wish to appeal to you, the chairman of this committee, as 
follows: 

I am opposed to the proposed amendment to the Interstate Commerce Act, as 
it proposes to take away from the Interstate Commerce Commission all right 
and authority to regulate truck trip leasing. Il am opposed to this proposed 
amendment by reason of the fact it would scrap all safety rules and regulations 
that are now being enforced by the Interstate Commerce Commission. It would 
permit our highways to be cluttered with gypsy truck operators who do not 
properly maintain their equipment and could not be policed or regulated by the 
Bureau of Motor Carriers. This amendment would only put a further burden on 
our now overburdened highways. 

The farm owner should have and now does have full freedom to move his pro- 
duce to and from the market as he sees fit and I do not believe he should be per- 
mitted to operate in competition with a licensed carrier under the subterfuge of a 
trip lease, whatever it be written or a verbal one as is ofttimes the case, I believe 
that all transportation should be at all times under the jurisdiction of the 
Interstate Commerce Commission. 

I am opposed to traffic in certificates and licenses, we are already faced with 
the fact that certificates and licenses are being bartered and traded and mort- 
gaged and sold to the extent that this license or permit becomes more valuable 
than the equipment owned by the holder of that certificate. 

I therefore appeal to you to present this opinion to the committee at the 
hearing and request that this letter be made a part of the record. 

Respectfully yours, 
F. C. Ruppy. 


BEFORE THE House COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, IN RE 
H. R. 32038 


This statement is submitted by Alexander Markowitz, general traffic manager, 
for Helm’s New York Pittsburgh Motor Express, Inc., a motor common carrier 
holding a certificate of public convenience and necessity from the Interstate 
Commerce Commission to transport property over regular routes. 

My experience in the transportation business extends over a period of 25 years, 
and I have been employed by a railroad, 2 shippers, 2 motor carriers, and am a 
registered practitioner before the Interstate Commerce Commission since 1984, 
and have participated in numerous proceedings and represented others on many 
oecasions. I testified before the Interstate Commerce Commission in the leasing 
investigation, Ex Parte MC-43. A copy of my principal exhibit of record, in- 
corporating my recommendations to the Commission for dealing with this prob- 
lem, is attached to this statement for your ready information. A large number 
of such recommendations were adopted by the Commission in its decision. 

I am opposed to the legislation before you. It appears to be an attempt on 
the part of a group of persons, who have in the past profited from an arrange- 
ment which, when it was entered into, was unlawful, was found to be unlawful, 
and proposed to be regulated hy the Interstate Commerce Commission by rules, 
which were challenged and upheld by the Supreme Court. These persons, by the 
proposed legislation, seek to deprive the Commission of the power to regulate 
the duration of such a lease and the method of compensation. They are aided in 
this effort by a group of private carriers, transporting principally agricultural] 
products in one direction, and relying upon compensation received from cer- 
tificated carriers utilizing their equipment upon the return of the vehicle, through 
the device of a trip lease, and compensation just sufficient to cover the principal 
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vehicle costs of fuel, mileage, and meals, and as much more as can be exacted in 
addition thereto, usually at so much per ton, per mile, or related, usually by per- 
centage to the rates and charges received by the certificated carrier for handling 
the shipment. 

We commend to you the particular language of the Supreme Court, dealing 
with the agricultural exemption, section 203 (B) (4a) (5) (6) of the Interstate 
Commerce Act, wherein the Court stated that it was not intended to be used as 
a device to promote the practice of trip leasing, by relying upon loads from cer- 
tificated carriers. The Commission has also permitted certificated carriers to 
transport agricultural commodities, provided that the vehicle is solely utilized 
for the trip for that purpose without observing the tariff or certificating pro- 
visions of the act. J. C. C. v. Service Trucking Co., Inc. (186 F. (2d) 400), 7. 6. C. 
v. Dunn (166 F (2d) 116). 

Certificated common carriers also provide tariffs for the transportation of 
agricultural products, which are on file with the Commission and are open to the 
use of all, on equal terms. The agricultural exemption, according to its legisla- 
tive history, was provided to permit the farmer to transport his own goods or 
those of his cooperative to market, without submitting to the regulation required 
of public carriers. A separate classification of his activities was thus established, 
and there was no intent to permit him to augment the facilities of certificated 
carriers, or to operate as or for a public carrier in any way. The proposed 
legislation would render the agricultural exemption in the Interstate Commerce 
Act ineffective. 

The line between public and private carriage would be further breached, and 
the administration of the Interstate Commerce Act made more difficult, while 
the carrying out of the national transportation policy would seem to require a 
clear separation. The Commission’s jurisdiction over leasing practices is suf- 
ficiently flexible, and the Commission’s knowledge and wisdom, as an arm of 
Congress, will permit both of relaxing and tightening of the leasing rules, as 
required in the public interest from time to time. The Commission should not 
be deprived by legislation of its administrative and judicial powers as proposed 
here. The duration of a lease is a very important consideration in determining 
its bona fide nature. The Commission should not be deprived of the right of 
determination of the bona fide nature of the whole arrangement by depriving it of 
the right to deal with 1 or 2 of the important terms and conditions of the lease. 

Trip leasing is the evil. The Commission and the Supreme Court found it so. 
Does the Congress wish to legislate evil into law? The record before the courts 
and the Commission is replete with evidence of these evils. ‘They do not require 
repeating here. You can read this record for yourselves. It is a shameful and 
degrading one, in which one group of citizens engages in economic exploitation 
of another group, purely for its own selfish interest and in complete disregard 
of the public interest. 

This is what the Congress is being asked to perpetuate. 

As to the method of compensation, the Commission has only said that this 
compensation may not be computed on the basis of any division or percentage 
of any applicable rate of rates on any commodity or commodities transported, 
or on a division or percentages of any revenue earned by the vehicle during 
the period for which the lease is effective. (Rule 207.4 (5)—Commission’s pro- 
posed rules.) The conclusion then is inescapable. The proponents of this bill 
want to engage in activities of the very nature which the Commission’s rules 
propose to forbid. 

Sections 216 (c), 216 (f) of the Interstate Commerce Act reserves the division 
of through rates to certificated carriers maintaining through rates. This privil- 
ege cannot be extended lawfully to arrangements between carriers and non- 
earriers. That, however, is what is proposed here. Rates and charges of certi- 
ficated carriers must be just and reasonable, and not otherwise unlawful, and 
established under honest, economical and efficient management. It is not pro- 
posed to repeal or modify these sections of the Interstate Commerce Act. 

Dishonest rate making, if not dishonest management, is proposed to be legis- 
lated as lawful in this proposed bill. Carriers having an ownership and invest- 
ment in their own equipment, obligated to dedicate the use of such equipment 
to the general public requiring their services, are proposed to be placed at the 
mercy of “gypsy” competition by which rates are made with a knowledge of 
how much or how little the gypsy will accept as his “portion.’’* 


11. & S. M.—4269, Fresh Meats, Louisville, Ky., to New York and Pennsylvania, 
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When these rates find their way into motor truck tariffs, always on the low 
side, they are in turn set up as pressures for adjustments to and from other 
points where gypsy competition does not exist, because of disadvantages thus 
created, and are in turn relied upon by the rail carriers in undertaking to meet 
this competition. Rail rate reductions have already been made or proposed on 
such articles as linoleum, candy, iron and steel articles, aluminum, rayon, cig- 
arettes, brass and bronze, alcoholic liquors, roofing materials, sugar, with the 
result that both rail and truck lines have, during the past several years, sought 
and obtained emergency action to increase their rates generally by more than 50 
percent. Who is kidding who? 

The proposed legislation then would have a direct adverse effect on the Com- 
mission’s rate-making power and would serve to weaken it, and circumvent 
the national transportation policy by confusing it. The Congress has in its 
care since 1887, the regulation of transportation in interstate or foreign com- 
merce, beginning with the railroads, then the truck lines, followed by the do- 
mestic water carriers, and then the feright forwarders. This is neither a new 
undertaking nor an unimportant one, for transportation is the very lifeline of 
the Nation. You have, in turn, created the Interstate Commerce Commission 
to carry out your will, as expressed in the national transportation policy. The 
proposed legislation would weaken both the will and the policy by negating the 
power of the Commission to act to support it. The public interest would be sacri- 
ficed to selfish private interest. 

This is wrong. Those who lost their case before the Commission and the 
Supreme Court are powerfully organized and powerfully backed in this effort 
to obtain, by legislation from the Congress, what they could not obtain in a law- 
ful manner. They propose to change the rules, making law to fit their selfish 
ends, and the Congress, which represents the whole people, is being asked to 
legislate against their interest to accommodate the few for their gain. You have 
historically rejected such legislation. You should do so now. 

We have extended our remarks by the attachments hereto, which are made 
a part of this statement. 

Respectfully submitted. 

Hew_M’s New York Pirrssurcu Motor Express, INc., 
A. Markxowrrz, General Traffic Manager. 


Unrrep States SupreMeE CourtT—LEASING DECISION 


1From Helm’s New York Pittsburgh Motor Express, Inc., Trafficletter No. 19, issued 
February 1953] 


In a precedent-making decision, the United States Supreme Court, by a vote 
of 7 to 2, Justices Black and Douglas dissenting, has upheld the Interstate Com- 
merece Commission on every one of its proposed revisions of procedure for the 
operation of leased vehicles and the services of owner-operators, in the leasing 
investigation Ex Parte MC—43. 

The Court made a finding that practically the entire regulatory scheme is 
effected by leasing, and that leasing practices are within the power of the Com- 
mission to govern, and prescribe and enforce rules, citing United States v. Penn- 
sylvania Railroad Co. (323 U. S. 612). Trip leasing, it said, was an evil which 
must be abolished and the agricultural exemption, it said, was not intended to be 
used as a device to promote that practice by relying upon return loads from 
certificated carriers and must be construed strictly. 

The Court also rejected a fifth amendment claim of confiscation of property 
from some carriers who claimed that the rules would destroy their businesses 
without compensation. Citing St. Joseph Stock Yards Co. v. United States (298 
U. S. 88, 54), the Court said, “They attack an order which is valid even if its 
effect is to drive some operators out of business.” 

So ends a long and bitter fight between two factions of the trucking industry, 
with two entirely different approaches to their responsibilities as common car- 
riers. One school of thought to which we have subscribed from the beginning is 
that a motor carrier, to hold a certificate, must accept the obligation of a sub- 
stantial investment in equipment, facilities, and service to all, in return for a 
security represented by such certificate, and a fair and equitable structure of 
rates based upon proper and fully allocated costs, plus a reasonable profit. An- 
other group of operators which mushroomed, principally after the Second World 
War, followed a policy of operating in the shadows between the identification of 
a broker and a carrier by utilizing the facilities and equipment of others, re- 
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stricting service, selecting truckload traffic, and making rates based upon costs 
controlled in that manner, insuring themselves a profit, and disregarding their 
role in the national transportation policy. 

Exploitation by the operator and the degrading position of the “gypsy,’’ con- 
trolled a relationship very similar to that of the share cropper during the de- 
pression days, and because there were almost unlimited sources of revenue from 
that method of arranging transportation at no risk at all to the certificate 
holder. and no continuing obligation to serve the public interest. Some such op- 
erators, seeing the handwriting on the wall, have made changes to conform 
with the Court’s decision in full anticipation of it, while others are now en- 
gaged in making similar operational changes which will bring their operatons 
into conformity with the order. 

Those who cannot or will not conform to the Commission’s decision and the 
Supreme Court ruling and are unable or unwilling to accept the obligations of 
a sound transportation business, in furtherance of a. national transportation 
policy as expressed in the Interstate Commerce Act, after they have exhausted 
all of their maneuvers, will probably find it necessary to go out of the trans- 
portation business, as the Supreme Court indicated. After that, gradual changes 
for the better are to be expected and, eventually, the impact of the Court’s 
decision will be fully realized by a stabilized and sound transportation system 
in private hands. That is the direction in which we are going to travel, if the 
promise of better transportation service is to be fulfilled for all. 

It is expected that the Commission will issue a further order in Pr parte 
MC-48, making the new rules effective in about 60 days. It is to be hoped also 
that the Commisison will not submit to further pressure to postpone any effective 
date it sets, and that any clever machinations designed to nullify the order or 
circumvent it in any unlawful manner will be dealt with swmmarily by the 
Commission and the courts, to the end that the decision of the High Court will be 
supplemented and prevail. 


Ex Parre MC—43, LEasINe INVESTIGATION 


{From Helm’s New York-Pittsburgh Motor Express, Inc., Trafficletter No. 21, issued 
April 1953] 


Gypsy fiddles are playing. As was anticipated, the gypsy interests have asked 
for a review of the Supreme Court decision, begun stalling tactics with the 
Interstate Commerce Commission to postpone the effectitve date of the rules 
found proper by the Supreme Court, and also had legislation introduced to make 
gypsying legal, and deprive the Commission of its powers, supported by farm 
blocs. 

Since all of these maneuvers are legal ones and the Commission’s present 
attitude is that they are weak and ineffective in appropriations and manpower, 
it is likely to be some time before any effective regulation of their practices 
will begin. When a monster grows powerful enough, it seems to pick up a 
lot of influential friends and refuses to die. 


LEASE AND INTERCHANGE OF VEHICLES BY Motor CARRIERS 


Rules proposed to be prescribed by the Interstate Commerce Commission, in 
this investigation. 

(Note.—These proposed rules are not placed in any chronological order, nor 
are they all of the rules proposed to be prescribed. They deal with certain 
matters with which the witness is concerned, within the scope of this investi- 
gation.) 


SUBJECT 1. FORM, INCLUDING TERMS AND CONDITIONS OF LEASING OR HAULING 
AGREEMENTS 


The Commission is asked to prescribe the form, terms and conditions appended 
to this exhibit, for the purpose of aiding the administration of any order here- 
under to permit examination of the carrier’s records in a uniform manner and by 
which the actual operation may be checked for purposes of determining com- 
pliance with the further rules of the Commission. It is also proposed to assist 
in enforcement procedure, by maintaining uniform language of agreement and 
enabling violations to be more easily detected. It insures compliance with the 
minimum terms and conditions that should be prescribed and should be sup- 
ported by an order requiring its use, as one result of this proceeding. 
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SUBJECT 2. MINIMUM REQUIREMENTS AS TO TERM OF LEASING OR HAULING 
ARRANGEMENT WITH RESPECT TO TIME 


No lease should be permitted for a period less than one trip from one named 
origin to one named destination and in the case of vehicles leased to shippers 
by authorized carriers, no term of less than 30 days should be permitted, such 
days to run consecutively. 


SUBJECT 8. ENFORCEMENT REQUIREMENTS 


The Commission should create an Office of Leasing and Hauling Agreement 
Review in the Bureau of Motor Carriers and charge such office and the bureau 
with promulgation of a set of regulations designed to carry into force and effect 
its own valid order and regulations. 


SUBJECT 4. LEASING OF VEHICLES BY AUTHORIZED CARRIERS TO SHIPPERS 


Authorized carriers holding certificates or permits from the Commission may 
not enter into a leasing or hauling agreement with any shipper unless such 
vehicles are to be employed in a service which neither the authorized carrier or 
his established connections can offer, with respect to commodities to be trans- 
ported or territory served within the scope of any part of the certificate or per- 
mit held by such carrier until and unless an application requesting such per- 
mission has been made to the Commission by both of the parties to the proposed 
transaction, stating specifically what sort of arrangement is contemplated, its 
justification and with the proposed agreement submitted in full, in writing, 
for approval, or disapproval, prior to the transportation contemplated. 

Whenever the Commission shall approve such an agreement, the carrier shall 
place into effect in its tariff or that published by its authorized agent, all of the 
provisions of such agreement effecting the measure and amount of all rates and 
charges for the proposed service, upon statutory notice, with a provision, for the 
expiration of the rates and charges, concurrent with the expiration of the 
agreement, and if short notice is requested, the carriers shall comply with the 
rules of tariff circular No. MF2, or MF3, whichever is applicable and such short 
notice request may accompany the application for approval. 

Arrangements proposed for leasing or hauling agreements within the scope of 
the carrier’s certificate or permit, require the publication upon full statutory 
notice only, of the rates and charges and all of the terms and conditions effecting 
the method and amount of compensation, in the carrier's tariff. Short notice 
applications will not be entertained and the rates and terms filed shall be subject 
to suspension upon complaint or upon the Commission's own motion. 

Upon receiving an application for approval of such agreement, or in consider- 
ing rates and charges, terms and conditions filed thereunder or in tariffs filed 
for arrangements within the scope of the carrier's certificate or permit the 
Commission shall satisfy itself as to the validity of the proposed arrangements, 
their relationship to the public interest and the national transportation policy, 
by an investigation of the circumstances surrounding the proposed transactions 
through the leasing and hauling agreement review office of the Bureau of Motor 
Carriers before giving its approval to the agreement in any form. 

No leasing or hauling agreement under this rule may be made for a period of 
less than 30 consecutive calendar days. 


SUBJECT 5. JURISDICTION OVER LEASING OR HAULING AGREEMENTS ENTERED INTO RY 
NONCARRIERS AFFILIATED WITH OR UNDER COMMON CONTROL OR MANAGEMENT 
WITH AUTHORIZED CARRIERS 


Section 202 gives the Commission jurisdiction over the procurement of and the 
provision of facilities for such transportation as is subject to part Il. Under 
these provisions, the Commission should investigate further in this proceeding, 
its authority to promulgate regulations for governing provision of facilities for 
transportation through leasing agreements entered into by so-called leasing or 
truck rental companies with shippers, to the extent required to carry out the in- 
tent of the national transportation policy, and for the purpose of preventing vio- 
lations of part II of the act. 

It may inquire into such arrangements either upon complaint or upon its own 
motion, to bring within the review of the Commission, any such arrangement, 
and by order require such companies to conform to these proposed regulations, 











504 TRIP LEASING 


in whole or in part, when engaging in such operations, and to cease and desist 
from such violations as may be found to exist. If, as a result of this investiga- 
tion, it should be determined that present provisions of the act are not adequate 
to deal with all phases of such arrangements, you should recommend to Congress, 
the enactment of such additional or remedial legislation, as may be required 
to support your findings here, to extend such jurisdiction. 


SUBJECT 6. GUIDING PRINCIPLE IN CONSTRUCTING RULES GOVERNING LEASING AND 
HAULING AGREEMENTS 


The Commission should require that every responsibility and obligation that 
rests on an operator that owns and operates his own vehicles shall apply equally 
to the vehicles he leases in every respect, and shall hold him strictly accountable 
to it, in complying with all of these rules and regulations. For economic reasons, 
extensive leasing of vehicles in lieu of ownership may be desirable, but the opera- 
tor of such vehicles should not be permitted to evade the responsibilities which 
these regulations imply shall be his, nor to profit from a different type of man- 
agement or responsibility for leased facilities than that which the Commission 
and the public have a right to expect, from operators of owned vehicles. This is 
particularly important with respect to hours of service, and with the Commis- 
sion’s safety regulations. It should be made a criminal offense to enter into a 
leasing or hauling agreement specifying compliance with such rules and then 
to willfully fail to comply in actual practice. 


SUBJECT 7. RULE FOR IDENTIFICATION OF LEASED VEHICLES 


The Commission should undertake to prescribe the actual size, makeup and 
placement of signs to be affixed to leased vehicles, and the failure to affix such 
a sign to each unit so leased, shall be considered prima facie evidence of intent 
to violate this provision. Since the laws of most States provide that the name 
of the owner and operator of every commercial vehicle shall be plainly marked 
thereon the Commission should seek the cooperation of State police officials in 
the enforcement of this rule, and whenever a police officer shall intercept a com- 
mercial vehicle not properly marked, the nearest district office of the Commis- 
sion’s Bureau of Motor Carriers should receive a copy of the report of such 
violation for the purpose of applying penalties provided in the Interstate Com- 
merce Act. Identification of a leased vehicle in a proper manner at all times 
is the most important aid to enforcement of any rules prescribed in this pro- 
ceeding. Regulations regarding the removal of signs temporarily affixed at the 
time the agreement is terminated should also be enforced. 


SUBJECT 8. RECORDS OF CARRIERS WITH RESPECT TO COMPLIANCE WITH SAFETY, HOURS 
OF SERVICE, ETC. 


Safety requirements should include an actual record of an actual physical 
inspection of the equipment before it‘is placed in use, showing that such inspec- 
tion has taken place, what was inspected, and with what result, and should be 
signed by a responsible official of the lessee and placed in the lessee’s files for 
the inspection of the Commission, upon demand. In case of an accident, involv- 
ing use of a leased vehicle, the failure to have on hand an adequate record of 
such examination shall be prima facie evidence of intent to violate this rule. 
Whenever a reportable accident occurs involving the use of a leased vehicle, the 
Commission should demand and receive such inspection report with the accident 
report. 

On the hours of service regulations, the driver’s log must be in possession of 
the lessee, and should be used in the same manner as the proposed inspection 
report, and subject to every requirement made of carriers who own and oper- 
ate their equipment directly. Failure to so comply in any respect whatsoever 
shall also be considered prima facie evidence of intent to violate and be dealt with 
accordingly. In the same manner, records of physical examination of drivers 
who are not employees of the leasing carrier, should be required and treated, as 
must items, to insure full compliance with these regulations. There is nothing 
that the gypsy operator or the person who hires him for personal gain, in com- 
plete disregard of these responsibilities and obligations, will dislike more than 
this proposal and that is the exact reason why it should be adopted and enforced 
to the hilt. 
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SUBJECT 9, COMPENSATION CLAUSES IN LEASING AGREEMENTS 


Compensation clauses based upon a fixed percentage of the revenue on the 
load are unlawful and should be strictly prohibited, and in no way should such 
compensation relate directly or indirectly to the freight charges on the shipments 
transported or any division or part thereof. This rule, if adopted, and enforced, 
will put a severe crimp in the operations of the itinerant gypsy, who, possessing 
no authority of his own, undertakes to guarantee the lessee a fixed expense in 
that manner, and to come out ahead, must necessarily dispense with compliance 
of safety regulations, hours of service, and inspections and examinations, and 
sometimes guarantees the load as well as the vehicle, under leasing arrangement 
which are not really that at all, but brokerage and common carrier operations 
combined in an unlawful manner. All compensation must be for truck hire only 
and based on considerations that deal only with the value of the vehicle for hire, 
and in no way related to the load placed upon it. 


SUBJECT 10. UNLAWFUL LEASING OF OPERATING AUTHORITY 


A rule should be adopted prohibiting trip leasing of rights between carriers 
for the purpose of permitting a vehicle and its driver from operating over the 
routes of another carrier, on payment of a so-called “by pass” allowance, also 
commonly known as “10 percent agreements,” whereby one carrier holding such 
authority permits another, the single trip use of his route for such a consider 
ation. The leasing of operating authority, requires the prior approval of the 
Interstate Commerce Commission and when accomplished in this manner, it is 
clearly contrary to the provisions of the act. In cases of this kind, there should 
be a requirement that every provision of every rule proposed here must be com- 
plied with, and that furthermore, the driver of the vehicle so being operated must 
be a bona fide employee of the carrier over whose route the vehicle is being 
operated. 


SUBJECT II. REGISTERING VEHICLES WITH THE COMMISSION 


Every carrier for hire should be required to furnish to the Commission, a list 
of his owned equipment operated under his jurisdiction at least once a year, re 
vised annually and showing sufficient information to apprise the Commission of 
the identification and ownership thereof, and the use to which such vehicles are 
put. The Commission should also require that a copy of every leasing agreement 
of any kind be filed with it, by the lessee, for purposes of review to determine 
full compliance with these regulations. Failure to furnish copies of such agree- 
ments shall be considered prima facie evidence of intent to violate these 
regulations. 


SUBJECT 12, PAYMENT OF WAGES BY LESSEE TO DRIVER FURNISHED BY LESSOR 


Proposed rule 2 (h) provides that the person assigned to drive equipment under 
this rule shall be an employee of the carrier, and his wages shall be separate and 
distinct from the charges made for the use of the equipment and shall not be made 
part of the terms and conditions of the contract, lease, or other arrangement 
covering the use of the equipment. 

Since it is not always possible for the carrier to obtain the services of a driver 
employed by him to operate a leased vehicle, under conditions whereby leased 
vehicles are operated in peak periods or other types of emergency, and not as 
a regular thing, as drivers may not be available, and also because many owners 
of motor vehicles will not lease the vehicles unless accompanied by the privilege 
of driving them to the exclusion of others for protection of the equipment, and 
also because subterfuges are possible whereby the owner-driver can be very easily 
placed on the payroll of the lessee, it is suggested that this condition be recog- 
nized and permitted, and that the instrument of agreement between the parties 
clearly indicate who is to furnish the driver and how he shall be paid, in addi 
tion to the terms governing possession of the vehicle, without surrendering the 
right of jurisdiction over such driver by the lessee, or diminishing the responsi- 
bilities of the lessee in complying with the hours-of-service regulations hereunder. 

Except to the extent indicated in this exhibit, the witness approves the final 
proposals of the American Trucking Association's leasing committee and all of 
the proposed rules and regulations proposed by the Commission in its order and 
notice of proposed rule-making in this proceeding, dated January 9, 1948. 
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(The Chair submitted the following communications favoring the 
passage of this proposed legislation :) 


House OF REPRESENTATIVES, 
Washington, D. C., April 29, 1958. 
Hon, Percy Priest, 
Member of Congress, 
Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Priest: I attach a letter from Bolton Broiler, Inc., of Commerce, Ga., 
regarding the proposed ban on trip leasing. It is, in my opinion, one of the 
strongest cases that can be made for stopping the Interstate Commerce Commis- 
sion’s proposed action. 

I regret that I did not have Mr. Bolton’s letter for you before hearings on 
H. R. 3208 were closed, but I trust that you can find it possible to make the 
letter a part of your record, and that the members of your committee will give 
careful thought to Mr. Bolton’s comments. I believe they will prove without 
question the real necessity for trip leasing. 

There are within a 50-mile radius of Commerce, Ga., some 25 to 30 processors 
of poultry who would find themselves in similar, if not worse, position than 
Mr. Bolton describes himself. In addition to that, hundreds of farmers from 
the area and from southern George and Florida wold find it nearly impossible 
to keep a regular flow of their products going to market. 

I urge your committee to give serious consideration to reporting a bill favor- 
able to trip leasing. It would mean the difference between life and death for the 
small-business men in Mr. Bolton’s positon. 

Thank you for your courtesy in getting this into the record at this late date. 

Sincerely yours, 
Pat. M. LANpRUM, Member of Congress. 


BoLTon Brorier, INc., 
Commerce, Ga., April 27, 1953. 
Hon. Pui LANDRUM, 
Congressman, 9th District, Georaia, 
Washington, D. C. 

DeaR PHIL: We are very much upset about the recent ruling by the Interstate 
Commerce Commission banning trip leasing. If this ruling goes into effect it will 
make it impossible for us to move the farmer's chickens in our area to market. 
As you know, the number of broilers and fryers on the farms in this area varies 
considerably from time to time; therefore, our trucking needs vary the same 
way. If, due to our inability to trip lease trucks, these chickens should start to 
back up on the farms, it would cause the price to break sharply and cost our 
farmers untold money. 

We are operating seven refrigerated trucks of our own hauling these chickens 
to Chieago, Detroit, Indianapolis, St. Paul, St. Louis, Duluth, Milwaukee, Jack- 
sonville, Tampa, St. Petersburg, Orlando, West Palm Beach, and Miami. If 
trip leasing should be banned, we would have 1 of 2 alternatives, to be priced 
out of many markets we now serve or it would be necessary to reduce our price 
to farmers by one-half to 1 cent per pound for live poultry. The trip-leasing 
ban would increase our hauling cost of dressed poultry from $75,000 to $100,000 
annually. 

I understand that a bill is coming before Congress, which, if enacted into law, 
would prohibit this ICC regulation from taking effect. I want to urge you to 
support this bill and to cite these facts to your friends and colleagues in Con- 
gress and urge them to support it. This will certainly be a great service to our 
ehicken growers in Georgia. 

Our plant produces about 150,000 pounds of dressed poultry per week, which 
is a small portion of the total produced in the north Georgia area. Approxi- 
mately 4 million pounds of poultry are processed in Georgia per week and a 
large portion of this is trucked out of the State. Last year Chicago received 
18,227,501 pounds from Georgia; St. Louis, 2,658,601 pounds; Detroit, 14,856,000 
pounds; Cincinnati, 1,972,797. These are only a few examples of a situation 
which is applicable to hundreds of cities receiving poultry grown in Georgia. 

Trusting that you give this favorable consideration, I remain 

Yours very truly, 


W. D. Borton. 


= 
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HOUSE OF REPRESENTATIVES, 
Washington, D. C., April 21, 1953. 
Hon. CHARLES A. WOLVERTON, 
Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D. C. 

Dear CoLLeaAGue: Testifying before your committee today, I did not request 
that the Record be encumbered with the enclosed statement of the Vegetable 
Growers Association, but I would be glad to have you glance through it so as te 
fix in your mind their position. 

Sincerely, 
Kari ©. Kine. 


VEGETABLE GROWERS ASSOCIATION OF AMERICA, INC., 
Sparrows Point, Md., April 17, 1958. 


H. R. 3203 Relative to motor truck trip leasing of agricultural exempt trucks 
hauling vegetables. 


To: Congressman Wolverton, New Jersey; chairman, House Interstate and For- 
eign Commerce Committee. 


This brief is presented by the Vegetable Growers Association of America repre- 
senting the vegetable industry composed of more than 700,000 full- and part-time 
commercial vegetable growers. 

We propose to show that the present law relating to trip leasing of motor 
trucks and the movement of agriculturally exempt motor trucks as originally 
intended by congressional act, provide the Nation, and especially vegetable 
growers, with a very flexible, efficient, and satisfactory hauling system for trans- 
porting highly perishable fresh vegetables from producing areas to consuming 
centers. 

We wish to present the following points for consideration, and appeal to the 
Congress for the passage of H. R. 3203 and companion bill 8. 925: 

1. The original intent of the congressional act to exempt agricultural haulers 
should be maintained by all Government agencies unless changed by Congress. 

2. A flexible food transport system is essential to survival. 

3. Interruption of the present satisfactory system of transportation for fresh 
vegetables in this time of emergency would seriously affect grower production, 
the national economy, and possibly the national safety. 

4. Diversion of fresh vegetables in transit is a long-established custom, which 
is absolutely essential for the orderly marketing of highly perishable fruits and 
vegetables. 

5. An agricultural exempt trucker leasing his equipment for a period of 30 
days completely loses his flexibility of movement, which is the most important 
factor in the development of orderly marketing of vegetables throughout the 
Nation. 

6. The loss of this flexibility would hamper and in some cases even destroy 
markets for farm products which are supplied by direct truck transportation 
from the growing sections. 

7. Increased motor carrier rates would necessitate securing higher prices for 
the commodity hauled, or reducing the rates to the grower, neither of which 
is good, sound economy. 

8. Certificated truckers at the present cannot deliver to secondary markets for 
lack of ICC rights. 

9. Delays which would be caused by transfer of vegetables from one carrier 
to another en route would cause tremendously unecessary spoilage, waste, and 
deterioration in quality of freshness, vitamin content, and nutritive value. 

10. Transfer problems due to lack of ICC rights would place perishables at 
the mercy of carriers. Perishables deteriorate rapidly when delayed in transit. 

11. Certificated carriers do not have sufficient equipment to move vegetables 
to the markets. During the peak movements, perishables would suffer greatly. 

12. It is not economically practical for a certificated carrier to maintain on 
a standby basis the number of trucks necessary for all movements of fresh 
vegetables because of their heavy peaks of production controlled largely by 
unpredictable weather changes. 

13. Regulated motor carriers are required to operate within a rigid framework, 
which precludes the flexibility, efficiency, and rapid type of service needed to 
get these perishable commodities to market in their best condition. 


88212—58——88 
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14. The national daily increase of some 7,500 new food consumers requires that 
the food-transport system be made even more flexible. Another evidence of the 
need for increased flexibility is the constantly increasing consumption of vege- 
tables, now in No. 2 place in the national diet. 

15. It has been determined that in case of a national emergency, agricultural 
exempt trucks would be an important force necessary for feeding the people. 

16. To deprive growers and the consuming public of the present satisfactory 
system would be a tragedy. 

17. Growers would be deprived of their just financial returns and the con- 
suming public would be deprived of having the benefits of these commodities 
in its diet. 

18. Agricultural exempt truckers should not be deprived of their efforts to 
secure return loads of manufactured products under the present trip-lease system. 

19. It would appear that one of the chief interests of the ICC in the MC-—43 
division is the protection of the public through better highway safety practices. 

A recent survey made by the Division Transport Administration estimates that 
there are several hundred thousand agricultural exempt trucks devoted to haul- 
ing agricultural commodities. 

While the ICC is responsible for motortruck safety regulations, the survey 
referred to above indicates that at the present time, it is very difficult to know 
where these agricultural exempt trucks are located and by whom they are 
operated. 

20. In the interest of maintaining safety and the present trip leasing system, 
the VGAA recommends that special consideration be given by the Congress to 
providing the ICC with sufficient personnel and facilities to enforce all motor- 
truck safety regulations throughout the Nation. 

Anti-trip-leasing action neither represents nor serves the interests of grassroots 
people, or the consumer for whom the agricultural exempt trucking congressional 
act was intended. 

21. The rights and privileges of agricultural exempt truck owners who have a 
considerable investment in equipment should be recognized. 

22. Growers’ traditional rights to make their own transport arrangements with 
the truckers is fundamental. 

23. While shipping rates are generally established on a per unit (crate, hamper, 
bushel) basis from point to point, these rates almost invariably are satisfactory 
to the trucker and vegetable grower-shipper. 

The Vegetable Growers of America respectfully request the cooperation of the 
Congress in the passage of H. R. 3208 and S. 925 amending section 202 of the ICC 
Act relating to lease of motor vehicles by a motor carrier, in order that the present 
flexibility and efficiency of agriculturally exempt trucks hauling fresh vegetables 
might not be interrupted. 





Peter A. BERNACKI, 
Philadelphia 23, Pa., May 13, 19538. 
Hon. CHARLES A, WOLVERTON, 
Chairman of the House Interstate and Foreign Commerce Committee, 
Washington, D. C. 


Dear Str: Many thanks for your prompt telegraphic reply to my wire, and 
regret very much that I was unable to attend the formal hearings on the trip- 
leasing bill. However, I will state in this letter, as briefly as possible, the legiti- 
mate truckers’ side of the story. 

I am manager for Peter A. Bernacki, freight broker, and have been in this 
eapacity for the past 14 years. During this period, I have had oceasion to lease 
hundreds of the so-called “gypsies” as referred to in most of the articles I have 
read on this subject. To me, they are not “gypsies” at all, but rather leased 
operators hauling freight in one direction and require a return load. 

During all these years, we have represented the following truckers: Kilgo 
Motor Freight, Inc., of Charlotte, N. C.; Billings Transfer Corp., of Lexington, 
N. C.; Johnson Bros., of Elkin, N. C. 

A couple examples of the truck operators we have leased are as follows: 
Sharp Bros., of Williamstown, N. J., who haul lumber for their own lumberyard 
out of North Carolina, and require southbound leads. We have on numerous 
occasions used Winecoff Motor Lines, Inc., of Coneord, N. C., who has authority 
to haul yarn northbound, but very few commodities back to the South, There- 
fore, they rely on some other motor carrier to load their trucks back. 
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We also have been relying on the produce haulers throughout the year, who 
haul produce from Florida, Georgia, North Carolina, and Virginia, with the 
changing of the seasons, into Philadelphia and New York areas. 

The above mentioned are all legal operators and would be deprived of a return 
load if this trip-leasing ban goes inte effect. These operators would then have to 
run empty or resort to unethical means of getting loads back. Very few truckers 
can operate without trip leasing extra equipment. 

The truckers we represent do not depend on leased equipment. It is only dur- 
ing certain times that we require a trip lease. That would be in rush seasons or 
in cases of breakdowns of our own equipment. 

The Interstate Commerce Commission should no more try to deprive the truck 
ers of the privilege of trip leasing than the Government would think of abolishing 
automobiles on the highway because of a few accidents; or discontinue trains 
because of a few train wrecks. Instead, the Interstate Commerce Commission 
should take steps to prevent the illegal operations by imposing heavy penalties 
on illegal truckers and shippers instead of punishing all truckers by abolishing 
trip leases. 

Hoping you will be able to include the above facts in your records, I am 

Very truly yours, 
ANTHONY P. BERNACKI. 


Tur Datry INDUstRY COMMITTEE, 
Washington, D. C., April 20, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, House Interstate and Foreiyn Commerce Committee, 
United States House of Representatives, Washington 25, D. C. 

DEAR Mr. WoLveERTON: The dairy industry is greatly interested in the matter 
of short term trip leasing of motortrucks. 

Attached hereto is the statement of our organization, urging the passage of 
H. R. 3203. It is requested that this statement be made a part of the record of 
hearings on this subject. 

Respectfully submitted, 
M. H. BrigHTMAN, 
Hvecutive Secretary. 
inclosure. 


STATEMENT IN BEHALF OF Darry INDUSTRY COMMITTEE IN Support or H. R. 3203 


The Dairy Industry Committee is composed of official representatives of 
the following national associations: 
American Butter Institute 
American Dry Milk Institute 
Evaporated Milk Association 
International Association of Ice Cream Manufacturers 
National Cheese Institute 
National Creameries Association 
Milk Industry Foundation 

The members of these associations are engaged in processing, manufacturing, 
and distributing milk and dairy products and thus are vitally interested in 
seeing that the industry incorporates-the most efficient and economical practices 
in all phases of its operations. Transportation is one of the most important 
of these operations and therefore we are in favor of H. R. 3203 and urge its 
passage for the reasons set forth below. 

The Interstate Commerce Commission regulation which prohibits short term 
single trip leasing of property-carrying motor vehicles can work a great hard- 
ship on the dairy industry, inasmuch as it strikes at the very heart of the 
flexibility and economy of operation which has long been permitted. 

We doubt that there is any extensive use of short-term trip leasing in the 
dairy industry, but there are numerous emergency situations which may require 
such an expedient. 

Milk is produced on about 4 million farms every day of the year. Due to the 
perishability of the product it is necessary that this milk be moved promptly 
from the farm to the plant, where it is processed, and thence into consumer 
channels. 

Emergencies, due to drought conditions, severe storms, floods, fire, or other 
unusual events, may make it necessary to lease a vehicle for a trip or for a 
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few trips by a distributor or processor of dairy products as a means of moving 
or transporting this milk. This may often be necessary when the require 
ments for transportation service are greater than the processor or distributor 
involved is equipped to provide. 

We have seen such cases as a milk processing plant being destroyed by fire, 
making it necessary to transport the milk from the area of that plant to another 
plant to be processed. We had access to the processing facilities of the other 
plant but lacked the transportation equipment necessary to get the milk to and 
from the area in which the damaged plant was located. Very often, in rural 
areas there is no authorized carrier to do the job and the processor can ac- 
complish it only by leasing such suitable equipment as he can locate from day 
to day or week to week from such source as is available. The length of time 
will depend on the physical ability of getting the damaged plant back in 
operation. 

Without this flexibility, due to the prohibition of such a lease, the farmer would 
not only lose a market for his milk, but the consumer would likewise suffer. 
When such an emergency does occur, time does not permit seeking special per- 
mission or relief from regulations, nor even the selection of the source from which 
such equipment can be procured, within the framework of the present legisla- 
tion. The perishable nature of milk or other dairy products requires promptness 
in obtaining transportation from whatever source is most readily available. 

Aside from the inflexibility and the operating disability which these regula- 
tions create within the dairy industry, we believe that it would saddle additional 
cost on authorized carriers and that these costs would be passed on to the dairy 
industry as shippers in the form of increased rates. 

Furthermore, we believe that these regulations will, to be a considerable 
extent, require additional vehicles to be operated on the public highways and thus 
prohibit the leasing of trucks which serve to provide, in an otherwise legitimate 
manner, one-way loads for vehicles which must run empty to accomplish their 
return to the point where they can be loaded. 

We are further informed that the authorized carriers have, since it became 
apparent that these unduly restrictive regulations would become operative, dis- 
continued the practice of turning in all of their old vehicles when new ones are 
purchased and that such older vehicles are being stockpiled to provide the service 
which has been provided heretofore by vehicles leased on a trip or short-haul 
basis. 

It is our opinion that it is not in the interest of safety on public highways to 
place a large number of additional vehicles in operation. 

It has been indicated by the Interstate Commerce Commission that one of the 
reasons for these regulations is to assist them in the enforcement of other regula- 
tions. We can hardly see how such regulations can be made self-enforcing and 
the continued piling up of regulation upon regulation merely widens the area for 
violations. 

We strongly favor the amendment proposed in H. R. 3208 and urge its prompt 
passage. 

Respectfully submitted, 
Datry Inpustry ComMITTER, 
By M. H. BrientMan, 
Executive Secretary. 


Satem Country Boarp or AGRICULTURE, 
Salem, N. J., April 18, 1953. 
Hon. CHARLES A. WOLVERTON, 
House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN WOLveERTON: On behalf of the Salem County Board of 
Agriculture, I respectfully solicit your support of House bill No. 3208, which 
will permit interstate trucks hauling farm produce to the markets, to haul return 
loads other than farm products. 

It would be practically impossible for long-haul trucks carrying farm products, 
to get a return load of the same commodity. If these trucks are obligated to 
return empty it would mean that the 2-way trip costs would have to be borne 
by the initial load. Naturally this cost must be absorbed by the shipper. Where 
the shipper is the farmer, his already dwindling profits would suffer a further 
cut. In cases when farm products are bought or sold, f. o. b. the farm, the extra 
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cost would be passed on directly to the consumer. It has long been.an economic 
problem, this high cost of distributing food products; adding to shipping costs 
by Interstate Commerce regulation will do nothing to alleviate it. 

Our executive committee feels that you would be doing acriculture a great 
service by supporting the bill in question, so that produce haulers may at least 
earn operating expenses on their equipment, and help keep hauling costs within 
reason. They are exceedingly high as it stands now. 

Very truly yours, 
B. G. WEGNER, 
Secretary, Salem County Board of Agriculture. 


NATIONAL COUNCIL OF FARMER COOPERATIVES, 
Washington 6, D. C., May 1, 1953. 
Re H. R. 3203 (Trip Leasing Bill) 
Congressman CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 29, D. C. 


DEAR Mr. WOLVERTON: I was present at the hearing yesterday before your 
committee when Kar! D. Loos testified in support of H. R. 3203 on behalf of 
the Secretary of Agriculture. I heard with some concern the questioning on the 
part of some members of the committee which seemed to suggest the possibility 
of a compromise. The type of compromise sought was indicated to be one which 
might help curb the activities of law violators under present leasing practices and 
at the same time preserve the full benefits to agriculture of the flexibility in motor 
transportation intended by the “agricultural commodities exemption” in the 
Motor Carrier Act. 

This letter is in response to your request at the public hearings for the sub- 
mission of any suggestion, not a duplication of testimony already given, which 
might assist the committee in reaching a sound decision with respect to both 
phases of the problem 

Permit me to state that our organization is one of the farm groups which spon- 
sored this bill. Testimony on our behalf was presented at the public hearings 
on April 21 by Charles F. Hawes, chairman of our transportation committee. 

It seems clear that the wording of the bill before your committee will in no 
way deny authority to the ICC to deal effective ly with the alleged undersirable 
activities of so-called “gypsies” or “itinerant” truckers, and the alleged illegal 
activities of some authorized carriers under present leasing practices, 

The rules proposed by the ICC in Ka parte MC-43 would require all leases of 
motor equipment to be in writing. Nothing in H. R. 3203 would prevent the ICC 
from placing that proposed rule in effect and proceeding to enforce it fully. 

The proposed rules would also require leases of motor equipment to be executed 
in triplicate, “the original shall be retained by the authorized carrier in whose 
service the equipment is to be operated, one copy shall be retained by the owner 
of the equipment, one copy shall be carried on the equipment specified therein 
during the entire period of the contract lease, or other arrangement * * *.” 
Nothing in H. R. 3203 would prevent the ICC from making this rule fully effec tive. 

Certainly it cannot be denied that the placing of these 2 provisions in effect by 
the ICC, not to mention the other proposed rules which H. R. 3203 would in no 
way prevent the ICC from making effective, should go a long way to making the 
lessors and lessees of motor equipment discontinue any abuses of which they:may 
have been guilty in the past. 

The fact of the matter is that all of the rules as proposed in MC-48 by division 
V of the ICC, the division dealing with motor carrier matters could be put into 
effect under H. R. 3203. It is significant to note that division V of the Commission, 
the division which might be presumed to be most conversant with the problems and 
conditions of the motor carrier industry, did not recommend that any limitation 
be placed upon the duration of leases. 

Commissioner Lee, a member of division V, in a separate opinion accompanying 
the issuance of these proposed rules made this significant statement: 

“In the development of motor carrier service over the years, owner-operators 
have played an important part and have served a useful function. They have 
provided, and they still provide, a pool of motor-vehicle equipment without which 
motor-carrier service frequently would fail to meet peak-period demands of the 
public. It appears from the evidence of record that the majority of the owner- 
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operators and authorized carriers which utilize owner-operators are not guilty 
of the abuses which the prescribed rules are designed to eliminate. The situa- 
tion is similar with respect to equipment of private carriers and to that operated 
under section 203 (b) (6) of the act. For practical reasons a large part of the 
available owner-operator, private carrier, and section 208 (b) (6) exempt 
equipment can be utilized by authorized carriers only under trip leases. 

“T believe that, before prohibiting such trip leasing, the rules prescribed by 
division 5 should be given a practical test of their effectiveness in correcting the 
abuses which led to the institution of this investigation.” 

Commissioner Lee’s position as above stated presents, we believe, a sound and 
logical way to meet the problem. We are strongly opposed to any limitations 
upon the trip-leasing practice which might unwittingly through administrative 
construction, or otherwise, result in limiting the effectiveness of the “agricultural 
commodities exemption.” It would certainly appear proper for the ICC to try 
to curb abuses which have heen alleged to be inherent in the leasing operations 
of authorized carriers by available administrative tools not heretofore employed 
before embarking upon any limitations upon trip-leasing which would certainly 
have some adverse effect and might have disastrous effects upon the effective 
marketing of agricultural products. 

Farmers and their organizations are constrained to view with considerable 
anxiety any proposal for restrictive amendments relating to the “agricultural 
commodities exemption” especially in view of the publicly expressed desire of the 
railroad industry and a large part of the regulated motor carrier industry for 
the repeal or substantial elimination of the “agricultural commodities exemption” 
in the Motor Carrier Act. 

We believe that H. R. 3203 as presently drawn will point the way by Congress to 
the ICC to deal effectively with the problem at hand and will in no way, expressly 
or impliedly, indicate on the part of your committee or Congress, any condone- 
ment or protection for any illegal practices which might have been indulged in by 
the operators of leased equipment. 

If there is any additional information which you or members of the commitice 
might desire in the course of your deliberations on this bill, we shall be glad 
to try to furnish it upon request. 

Sincerely yours, 
Homer L. Brinkirey, Precutive Vice President. 


Brier oF SUPER TRUCKING CoMPANY, INC., TO THE COMMITTEE ON INTERSTATE AND 
FOREIGN COMMERCE IN Support or H. R. 3208 


The undersigned represent the Super Trucking Company, Inc., a Minnesota 
corporation, and five owners and operators of independent trucking units en 
gaged in the transportation of agricultural commodities. This brief concerns the 
rules promulgated by the Interstate Commerce Commission governing motor 
vehicle leasing and interchange. (Ha parte MC-—43, Lease and Interchange of 
Vehicles by Motor Carriers, 52 M. C. C0. 675 (May 8, 1951).) 

H. R. 3208, a bill introduced by Representative Wolverton, has been intro- 
duced with the intent to prohibit the type of interference with motor-vehicle 
leases suggested hy the ICC regulations. Because we consider these regulations 
to be arbitrary and unjustly discriminatory, we strongly urge the passage of 
H. R. 3203. 

Agricultural commodities have long been exempted by Congress from ICC 
control. (Sec. 208 (b) (6), Motor Carrier Act; 49 U. 8. C. 303 (b) (6).) 

This exempt-status was granted only after the problem had been thoroughly 
researched and discussed. The legislation was enacted because Congress ap- 
preciated the interdependent positions of the farmer and the small truck-owner- 
operator. A typical example of the operations of such a trucking unit will illus- 
trate the problem: exempt agricultural commodities might be transported from 
Minneapolis to New York. It is almost impossible for such a trucking operator 
to secure a load of exempt commodities to make the return trip from the east 
coast, so he leases the truck on a “single trip lease” basis to a carrier licensed 
by the ICC. That carrier’s permit enables freight and nonexempt products to 
be transported to Minnesota. This arrangement allows the farmer to find a 
earrier for his seasonal products and at the same time permits the trucker to 
avoid the unproductive loss which would necessarily follow if his truck had to 
make an empty return trip. 
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I. THE PRACTICAL EFFECT OF THE ICC REGULATIONS IS TO FORCE THE COUNTLESS 
INDEPENDENT TRUCK-OWNER-OPERATORS OUT OF BUSINESS 


ICC rule (sec. 207.4 (a) (3), Ex parte No. MC—43, 52 M. C. C. 748) requires 
all leasing agreements to exceed 30 days where the driver of the vehicle is the 
owner or his employee. The effect of this rule is to ban trip leasing. If this 
regulation is enforced, owner-operators and companies engaged in the leasing 
of their vehicles will be forced out of business. The only way that such truck 
ers could continue their independent operations would be to have their trucks 
make the return trip empty. Not only would such an operation be outrageously 
wasteful, but it would necessitate the doubling of the rate charge for the hauling 
of agricultural commodities. Such a rate increase would undoubtedly eliminate 
them from competition with the railroads or licensed carriers. 

Should Congress refuse to take the necessary action to ameliorate the effects 
of these regulations, thousands of independent owner-operators would be faced 
with a disastrous alternative: either to sell their equipment and go out of the 
transportation business, or to surrender their independence and operate their 
trucks exclusively for the large, licensed carriers. Many proponents of the 
ICC regulations believe that the Nation’s motor-carrier business can be operated 
more efficiently if limited to only a few large carriers. Not only is this contrary 
to the principles of American free enterprise whose strength lies in the encourage 
ment of small business, but it would seem to be an extravagant price to pay for 
an efficiency which is unproven and whose value is doubtful. 

The ICC is undoubtedly concerned with conditions which legitimately require 
corrective action by the Commission. Single trip leasing is neither the cause 
nor the effect of these conditions. (Certainly a method can be devised by the 
Commission to provide safe, efficient, and nondiscriminatory trucking transporta 
tion without destroying the livelihood of countless independent truckers and 
upsetting the flow of seasonal commodities to ready markets, 


Il.. TO BAN SINGLE-TRIP LEASES WOULD JEOPARDIZE THE HANDLING OF SEASONAI 
COMMODITIES AND WOULD ADD APPRECIABLY TO THE ALREADY BURDENSOME 
PRODUCTION COSTS OF FARMERS 
Eggs, many vegetable and fruits, and other agricultural commodities are sea 

sonal commodities which flow in quantity during certain times of the year only 
Single-trip leasing allows these products to be shipped all over the country 
Railroads and large truck lines necessarily gear their operations to an even flow 
of freight, and it is most unlikely that they would be willing or able to handle 
cne transportation of these commodities. The thousands of truck-owner opera 
tors give an indispensable degree of flexibility to the transport industry; they 
provide an adequate and complete service to both farmers and produce houses 
whenever and wherever needed. An equivalent service by a large, licensed car 
rier. would require a heavy investment in additional equipment which could 
not be utilized in the regular operations of such a carrier. The cost of that in 
vestment would be enormous. Once the independent operators were removed 
from competition, there could be little logical reason to reject the inevitable 
demands of the licensed carriers for a substantial rate increase to absorb the 
cost of such an investment. 

While the prices for his farm products have fallen and continue to fall, the 
farmer has not found commensurate relief in a drop in prices of the goods 
needed in the production of his crops and produce. To increase the farmers’ 
transportation costs at this time would seriously threaten the stability of the 
agricultural economy. The abolition of single-trip leasing would result in just 
such a price increase. ‘The Supreme Court of the United States has frankly 
stated that the effect of the Commission’s ruling would be “that commercial 
earriers of agricultural products will hereafter be required to establish their 
charges on the basis of an empty return trip.” American Trucking Association 
v. U. 8. ( U. 8. , 97, L. Ed.), (Advance p. 248) (1953). 

The importance of the trucking industry to farming is easily illustrated in the 
following chart which demonstrates the percentage of farm products transported 
to principal markets in trucks : 

Commodity Percentage Commodity Percentage 

Bee. a _._.. 79} Grapefruit 4: 

Cattle iat hiecon 76| Oranges 3 


Calves — , i 78 Apples 64 
Sheep and lambs i 44| Tomatoes 60 
Shell eggs Al ee 93 | Potatoes 37 
Live poultry. -- = 99 | Lettuce 41 
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United States Department of Agriculture, Bureau of Agricultural Economics 
{June 1951, table I, p. 10). 

The prohibition of single-trip leasing could only hasten the depreciation of 
the farmers’ economic position. 


Ill. CONGRESS HAS SPECIFICALLY EXEMPTED AGRICULTURAL COMMODITIES FROM ICC 
REGULATION. ANOTHER EXPRESSION OF CONGRESSIONAL INTENT IS NEEDED TO 
PREVENT THE COMMISSION FROM REGULATING WHAT CONGRESS HAS EXPRESSLY 
EXEMPTED 


Congress has clearly exempted agricultural commodities from ICC jurisdiction 
(sec. 203 (b) (6), Motor Carrier Act ; 49 U. S. C. 303 (b) (6)). 

By prohibiting single-trip leasing, the Commission will indirectly establish 
eontrol over this exempt field and effectively counteract the benefits intended 
by Congress. If this exemption conferred upon the farmer by an act of Congress 
is to be removed, it should be done by Congress after hearings and discussion 
on the issue. What Congress has intended, Congress can amend, but this power 
should not be usurped by a regulatory agency without an express delegation of 
legislative authority. It is clear that only in Congress will the interests of all 
of the people of this country, rather than a few segments of the transportation 
industry, be safeguarded. 

For the reasons above stated, we respectfully urge the favorable consideration. 

Respectfully submitted. 

Hall, Smith & Hedlund. 
Hatt, Smira & HEDLUND. 
Leonard T. Juster. 
Leonarp T. JusTER. 

of Counsel. 


STEERING COMMITTEE FoR GroRGIA PeacH INDUSTRY, 
Macon, Ga., May 4, 1958. 

Re: Ex parte MC—48 

S. 925. 

H. R. 3205. 
CHIEF CLERK, 

Committee on Interstate and Foreign Commerce, House of Representatives, 
House Office Building, Washington, D. C. 

Deak Sik: The anti-trip-leasing proviso of the Interstate Commerce Commis- 
sion’s rules have been recognized as very damaging to the agricultural commu- 
nity, when applied to the otherwise partially exempted agricultural haulers, 
and the undersigned, as chairman of the steering committee of the Georgia peach 
industry, wishes to go on record as opposed to the said anti-trip-leasing proviso 
of the Interstate Commerce Commission's rules. 

There are many commercial peach growers in Georgia and other southern 
States, who are wholly or partially dependent upon the services of the partially 
exempted agricultural haulers, and to legislate or rule them out of business, as 
proposed, would deprive commercial peach growers and other agricultural pro- 
ducers of valuable, if not essential, services which are not otherwise available. 
The proposed action would, in my judgment, be discriminatory and unfair to 
such agricultural producers as those mentioned. 

There are many growers whose production at times is insufficient in volume 
to enable them to load a full carload or truckload at any given place or time. 
During the last 15 years it has been possible to hire a trucker to pick up less 
than carload lots at each of several different locations, sometimes widely seat- 
tered, consolidating the several small lots into a full truckload, to be handled to 
distant markets, just the same as would be the case if a full truckload were 
loaded by one shipper at one shipping point. Such a truckload, made up of 
several different small lots, is handled in a modern refrigerator truck, in an eco- 
nomical and expeditious manner, enabling the growers to market their less than 
carload lots of peaches, and other agricultural products, under favorable trans- 
portation and marketing conditions. This practice has been in vogue for 15 
years, covering the entire period of existence of some peach orchards. Such 
small growers cannot conform to the proposed ICC ruling without great incon- 
venience and exorbitant expense. 

At one rather important rail shipping point in Georgia there is considerable 
doubt as to whether the railroad companies supposed to serve it can or will 
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render the required services. These railroad companies operate at the shipping 
point in question with diesel motive power, and the diesel engines are too heavy 
to use on the private sidetracks of the shippers, consequently the railroads in 
question cannot place refrigerator cars on such private sidings for loading by 
the shippers or pull the loaded cars. The shippers are confronted with the 
necessity of hauling their peaches by truck from their packinghouse to a team 
track, or shipping the peaches by truck through to destination. Some shippers 
do not have the necessary equipment to do the hauling from packinghouses to 
team track or the labor required to perform the services, and if they were able 
to perform the services it would be uneconomical. 

There are frequent instances, especially on Saturdays and weekends, when a 
shipper finds that he will have for shipment more than enough peaches or other 
products to load one maximum carload but not enough to load two minimum 
carloads. In other words, a shipper will have 1,000 half bushels, which is about 
200 half bushels more than the average carload capacity, or 450 bushels, which 
is about 63 bushels more than the average carload capacity. Under such cir- 
cumstances the grower has the alternative of loading and shipping the entire 
1,000 half bushels or 450 bushels by motortruck, or loading out a carload of 
800 half bushels or 387 bushels, and carrying the balance over from Saturday 
until Monday. Experience has shown that carrying such peaches over is un- 
wise and uneconomical. Peaches carried over at shipping point 48 hours fre 
quently are not properly refrigerated and even if they are properly refrigerated 
they arrive at terminal markets 2 days late and usually in weak condition. 

Experience has proven conclusively that fresh peaches can be and are han- 
died from Georgia to northern destinations by truck more expeditiously and in 
better condition than is the case when they are handled in refrigerator cars via 
rail. 

It is frequently the case that a shipper is unable to accurately estimate how 
many packages of peaches he will pick, pack, and be able to load on a given date. 
After his picking and packing operations have progressed to a certain point it 
is frequently found that an additional car or truck is required to move the 
produce in question. Usually it is impossible to get an iced refrigerator car 
placed by the railroad in sufficient time, and the only alternative is to procure 
a refrigerated truck. It is of great convenience to the producers and shippers 
to be able to get a refrigerated truck on short notice to move such perishable 
products promptly. 

There are other different situations wherein growers are more or less depend- 
ent on the agricultural haulers and to deprive them of such services would, as 
previously stated, be discriminatory and unjust. Such services cannot be dis- 
pensed with without great danger to those engaged in production of perishable 
products. 

The writer was specifically directed by the administrative committee of the 
Georgia peach-marketing agreement and order program to file with you a protest 
against the anti-trip-leasing proviso of the Commission’s rules, as covered by 
Ye parte MC—43, S. 925 and H. R. 3208, identical bills introduced in the Senate 
and House of Representatives. We favor the bills mentioned, the purpose of 
which is to amend the Interstate Commerce Act to the extent necessary to clarify 
the congressional intent by addition to section 202 of the act, as follows: 

“(d) Nothing in this part shall be construed to authorize the Commission to 
regulate the duration of any lease, contract, or other arrangement for the use 
of any motor vehicle by a motor carrier in providing transportation, or the 
amount of compensation to be paid for such use.” 

It will be deeply appreciated if you will be good enough to bring this matter 
to the attention of the committee and arrange to have this protest included in 
the hearing record. 

Yours very truly, 
W. C. Bewtey, Chairman. 


FLormipA Fruit AND VEGETABLE ASSOCIATION 


NO. 1. INTRODUCTION 


The purpose of this brief is to submit information for consideration at a hear- 
ing set for April 21 and 22 by the House Committee on Interstate and Foreign 
Commerce on H. R. 3203 entitled “To amend the Interstate Commerce Act in 
order to prohibit the Interstate Commerce Commission from regulating the dura- 
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tion of certain leases for the use of equipment by motor carriers, and the amount 


of compensation to be paid for such use.” 


The brief is submitted by the Florida Fruit and Vegetable Association, a non- 
profit agricultural cooperative organized by the growers of fresh vegetables within 
the State of Florida for education, research, and advisory purposes. The officers 
and directors of this organization are as follows: 


FFVA officers : 
Dixon Peace, Miami, president 
Andrew Duda, Jr., Oviedo, vice 
president 


LaMonte Graw, Orlando, executive 


vice president and secretary 
Joffre C. David, Orlando, treasurer 
FFVA directors: 
Ek. A. Ames, Homestead 
A. F. Arthur, Goulds 
Logan Bloodworth, Fort Pierce 
J. R. Brooks, Homestead 


Lewis Friend, Pahokee 

L. B. Gravely, Newberry 

J. P. Harllee, Jr., Palmetto 
M. M. Hooper, Apopka 

Emmett Kelly, Fort Myers 

Rk. A. King, Sanford 

L. H. Lewis, Winter Haven 

T. B. Manuel, Fort Lauderdale 
Allen Markham, Okeechobee 
Rudolph Mattson, Fort Pierce 
Hon. Nathan Mayo, Tallahassee 


W. E. Burquest, Sarasota Dixon Pearce, Miami 

G. E. Butler, Jr., Deerfield Beach Billy Rogers, South Bay 

T. L. Campbell, Princeton Fritz Stein, Chosen 

J. H. Chamblee, Belle Glade L. T. Thompson, Sarasota 

L. L. Chandler, Goulds Henry Thurston, Sanford 

C, L. Council, Ruskin John B. Trumbull, Pompano Beach 
Paul B. Dickman, Ruskin Roy Vandegrift, Jr., Pahokee 
Andrew Duda, Jr., Oviedo Lloyd Witt, Fort Pierce 

John W. Evans, Oviedo H. EK. Wolfe, St. Augustine 


This association does not own or operate any trucks; its primary interest is 
the welfare of the producers of vegetables and noncitrus fruit which it repre- 
sents. The welfare of these growers would be greatly affected by any acts or 
actions adverse to the economic transportation of the products produced by them 
in the State of Florida. 

Upon behalf of its members, who grow and ship a majority of the fresh veg- 
etables and noncitrus fruits produced in the State of Florida, this association 
respectfully requests that the House Committee on Interstate and Foreign Com- 
merce enter the information which follows into the hearing record and give it 
due consideration with respect to the proposed legislation. 

Respectfully submitted. 

LAMONTE GRAw, 
Executive Vice President. 


NO. 2. FOREWORD 


Florida is one of the few large-scale winter producers of fresh fruits and 
vegetables which supply the needs of this Nation and of Canada at a time when 
most of the country is under a blanket of snow or too cold for tender crops to 
grow. Geographically, this State has the advantages of climate, but the disad- 
vantages of distance from the Nation’s markets. Efficient and economic trans- 
portation is vital to the welfare of the State of Florida and to the Nation as a 
whole. 

The widest possible interstate distribution of Florida’s fruits and vegetables 
is essential, to the end that the economy of these Florida industries be preserved 
and that consumers be enabled to obtain maximum quantities of such Florida 
products. A maximum of flexibility is required for such distribution, and the 
shipper and the consumer need all forms of transportation from which that best 
suited for a specific purpose may be selected. A vital and extremely large part 
of the transportation service available to and used for the shipment of Florida 
fruits and vegetables is the motortruck, approximately half of the annual ship- 
ments from Florida being transported by that means. Practically every ship 
ment of fresh fruits and vegetables moving out of Florida by motortruck is by 
private carrier or in trucks now exempt from regulation by the Interstate Com- 
merce Commission under the terms of section 208 (b) (6) of the act. Most of 
these truckowners and/or operators are dependent upon a two-way load for 
economic operation, one of the loads being of a nonexempt nature and depend- 
ent upon present trip-leasing provisions. Certificated common motor carriers 
and permitted motor contract carriers have expressed their desire not to handle 
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fresh fruits and vegetables because of lack of equipment, insufficient operating 
authority to serve origins and destinations, the necessity for maintaining fixed 
schedules over specified routes, the inability to interchange equipment sufficient 
to provide through movements without unloading and reloading into a vehicle 
of a connecting carrier, the seasonal movement of such perishable commodities 
with peak movements occurring at certain times of the year, and a total absence 
of movement at other times and over long periods, and for other reasons, the 
certificated motor carriers are unable to serve efficiently, economically, and ade- 
quately the Florida fruit and vegetable industry. At the present time the rail 
earriers do not have in service, or available, a sufficient number of refrigerator 
cars to handle in interstate commerce the normal volume of fresh fruits and 
vegetables if the motortrucks were curtailed. Severe shortages of transporta 
tion facilities have occurred in Florida in recent years. 


NO. 3. THE SCOPE AND SIZE OF THE FLORIDA VEGETABLE AND MISCELLANEOUS (NON 
CITRUS) FRUIT INDUSTRY 


Table 1, showing acreage, yield, production, and value for our principal veg 
table and noncitrus fruit crops during the season 1951-52, is presented herein as 
representative statistics bearing out the importance of this industry. Particular 
attention is called to the price per unit, which is low enough to make these vari 
ous commodities available to all segments of our population provided our various 
means of transporation are efficient and economic. The cost of rail transporta 
tion has risen so much in the past few years that were it not for the economi 
and wider distribution provided by trucks, much of this production would never 
reach the consumers of this Nation and Canada. Your attention is further called 
to the column entitled “Economic abandonment” wherein more than half a mil 
lion bushels of beans, 38,000 bushels of limas, and 10,000 tons of cabbage wer 
abandoned last season because of market conditions which did not warrant ship 
ping costs. Obviously, any further increases in transportation costs, or attendant 
transportation inefficiencies in distribution will contribute considerably to fur 
ther economic abandonment in these and other commodities produced in Florida 
Table 2 is presented herein to show the carlot equivalent movement of Florida 
fruits and vegetables for the past 10 seasons by rail and truck, showing the 
relative percentages carried by each 

It is to be noted that a steady increase in truck shipment of vegetables and 
noncitrus fruits has been taking place during the past several years. If this 
trend is to continue in its favorable upward course, we must have continued 
efficient and economic motortruck transportation, unhampered by any restrictions 
which would either increase its cost or reduce available facilities 


NO. 4. THE PROBLEM 


Lo 


On May 8, 1951, the Commission issued a decision in er parte MC—43, which 
provided that vehicles of exempt carriers (under the agricultural exemption) if 
leased by common or contract carriers, must be leased for a period of 30 days. 

On January 12, 1953, the Supreme Court upheld the right of the ICC to issue 
such orders. Motor carriers have petitioned the court to re-hear the case. Unless 
the decision is reversed or amended, the ICC could within 6 months from effective 
date, make a new regulation effective. 

The repercussions of such a regulation on the Florida fresh fruit and vegetable 
industries would be quite serious. Shipments of both these important groups 
of commodities from Florida have been increasing at a rate of from 5 to 10 
percent per annum. Facilities for transportation to market have not increased 
during this period; as a matter of fact, it is quite probable that the actual 
number of vehicles, both rail and highway, available to Florida shippers has 
decreased during the period, there being no definite statistics on trucks engaged 
in this activity. We have experienced periodic shortages of refrigerator cars 
during each of the several past seasons. In some of these instances, the actual 
shortage was not in refrigerator cars, but in nonavailability of trucks which 
compelled shippers to use refrigerator cars to the point of exhausting available 
supplies. 

The total refrigerator car ownership on January 1, 1953, was 1,346 cars less 
than it was on January 1, 1952. 

Restrictive legislation and regulations in several of the “bridge” States between 
Mlorida and the northern markets have already made it difficult—and often 
unprofitable—for the truck owner to haul agricultural exempt products. The 
further requirement that trip leases be on a 30-day basis would have the effect 
of eliminating still more of these truckers from this type of work. 
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Without benefit of a two-way load, haulers of fruits and vegetables will be 
forced to raise their rates on the exempt perishables to prohibitive levels or go 
out of business. The present trip-leasing practice, whereby a trucker will haul 
exempt products northward, and lease his equipment to a certified carrier for 
transportation of nonexempt materials southward has in a large measure pro- 
vided for the efficient and economic distribution of our perishable foodstuffs 
into the farflung markets of our Nation. 

Transporting fruits and vegetables by truck has broadened Florida’s distri- 
bution pattern thus introducing Florida products to new users and helping to 
eliminate gluts in terminal markets. The action proposed by the ICC in restrict- 
ing present trip-leasing practices would have the effect of withdrawing many of 
our perishable food products from these new markets, thus depriving many 
consumers of the Nation from the benefits of these healthful foods at the time 
when they are most needed. 

“Drop” shipments by truck permit distribution to smaller markets unable to 
handle carlots. Any restrictive measures which would adversely affect the 
economics of motor transportation and/or curtail the supply of this facility will 
undoubtedly limit the extent of this service. 

“Store-door delivery” by truck reduces the time lag from producer to con- 
sumer and allows for greater freshness of product. In fact motor truck trans- 
portation has proved to be more rapid than rail in nearly every instance as 
shown by the comparative schedules below: 


Approvimate delivery time, hours 


Truck Rail 


Boston 4 : shes . 2 . — état 60 
New York 4 nate . +cat aliecamiatitenaiiliets 48 
Philadelphia ‘ cites oq lauaobMeaee 4s 
Pittsburgh _. .. ‘ aed : . 48 
Detroit side Sites 1 pate —— * ‘ 50 
Chicago... oe Pele nth aaene ae heel : 48 


Exempt truckers hauling our perishables to market may be diverted to new 
destinations en route. This flexibility is not available to motor common and 
contract carriers under ICC, Unless the present trip-leasing practices continue 
to be enjoyed by the exempt truckers in getting a two way haul, the diversion 
service which they now render on our perishable movements may become too 
costly or even prohibitive. 


NO. 5. CONCLUSIONS AND RECOMMENDATIONS 


The unhampered continuance of the present trip-leasing practice will permit 
hundreds of truckers to continue to transport our products to market economic- 
ally and efficiently. The ICC order that common and contract carriers may not 
lease the vehicles of exempt or private haulers for less than 30 days, if invoked, 
would virtually terminate the common practice of trip leasing, as well as much 
other leasing of trucks for short periods. This would result in a disservice to 
the producers and shippers of our perishable products in Florida and to the con- 
suming public of the Nation as a whole. 

We feel it is in the public interest to restrict the power of the Interstate Com- 
merce Commission to regulate the duration of any lease, contract or other ar- 
rangement for the use of any motor vehicle by a motor carrier, or the amount of 
compensation to be paid for usch use. The public interest has not been served 
by ICC in the adoption of MC-—48, in that the facilities for transportation of 
essential foodstuffs to market would be seriously curtailed without any com- 
pensating benefits to either the owner of the vehicle or the consuming public. 

It is obvious that if the provisions of MC—48 are permitted to become effective, 
the movement of fresh foodstuffs from Florida will be greatly reduced, resulting 
in undersupply of markets, distortion of distribution, and higher food costs to 
the consumer. 

We therefore urge and recommend the passage of H. R. 3203 to prohibit the 
Commission from “Regulating the duration of any lease, contract, or other ar- 
rangement for the use of any motor vehicle by a motor carrier in providing 
transportation, or the amount of compensation to be paid for usch use.” 
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TABLE 2. 


Commodity 


1942-43 
Citrus 
Vegetables 
Miscellaneous noncitrus 


Total 


1943-44 
Citrus 
Vegetables 
Miscellaneous noncitrus 


Total 


1944-45 
Citrus 
Vegetables 
Miscellaneous noncitrus 


Total 


1945-46 
Citrus 
Vegetables 
Miscellaneous noncitrus 


Total 
1946-47 
Citrus 
Vegetables 


Miscellaneous noncitrus 


Total 





Vegetables 
M iscellaneous noncitrus 


Total 


1948—49 
Citrus 
Vegetables 
Miscellaneous noncitrus 


Total 


1949-50 
Citrus 
Vegetables 
Miscellaneous noncitrus 


Total 


1950-51 
Citrus 
Vegetables 
Miscellaneous noncitrus 


Total 


1951-52 
Citrus 
\ egeta rhe 5 
M iscellaneous noncitrus 
Total 
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Rail 


73 


35, 


. 369 


68, 
30, 
, O71 


107, 





102, 


29 


39, 
10, 


~ 
x 


44, 
42, 
9, 


97,6 





827 
983 


3,179 


076 


435 
812 


498 


569 
ABR 


007 
, 665 


, 974 


146 


Peres 


nt 


89 


9 
85 


a1 
76 


70 
83 
86 


65 


66 


60 
70 


68 


56 


49 
47 
64 


50 


61 


57 
47 
48 


51 


Truck 


7, 234 
11, 706 
O86 


4,973 
10,819 
1, 369 


17, 161 


6, 946 
15, 492 


3, 166 


25, 604 


11, 265 
16, 668 
4,074 


32, 007 


41, 766 
33, 586 


5, 562 


80, 914 


30, O88 
43, 466 
5, 818 


79, 372 


29, 019 
46, 705 


8, 269 


83, 993 


39, 924 
54, 062 
12, 145 


106, 131 


Source: Florida State Marketing Bureau Annual Fruit and Vegetable Report. 


Percent 


4 
24 
30 


25 
40) 
30 


32 





Carlot movement of Florida fruits and vegetables for 10 seasons 
(1942-43 to 1951-52) 


Total 


83, 149 
45, 269 
3, 969 


132, 387 


89, 562 
54, 476 
7,140 


70, 028 
56, 416 


136, 237 


78, 3 
65, 3 
10, 66 


154, 349 


| = om ay 
sso 
ne 2 





183, 060 


§9, 113 
82, 475 
16, 056 


157, 644 


73, 776 
89, 641 
18, 248 


181, 665 


(Thereupon, at 4:35 p. m., the hearings were recessed subject to 
call of the Chair.) 








